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TORONTO, ONTARIO (Drysdale ) 
1 
2 Ottawa, Ontario, 
Monday, 
3 November 21, 1960. 
4 --- Commissioner Gobeil not present --- 
3 
--- On commencing at 10:00 a.m, 
6 
7 THE CHAIRMAN: Order, please. 
8 Gentlemen, we have been across Canada, and 
9 we have heard every Premier of Canada but one, and he 
10 was in hospital; but this is the first time we have two 
11 members of the House of Commons before us. Mr. Browne, 
12 I understand, is the witness and Mr. Drysdale is his 
13 counsel, 
14 MR. DRYSDALE: That is right, sir. 
15 
16 
J. FERGUSON BROWNE, called 
17 
18 
DIRECT EXAMINATION BY MR, DRYSDALE: 
19 
20 
Q. Mr. Chairman and gentlemen, might I 
ZA , 
first say we are very pleased to have the opportunity 
4 
of appearing before you and in particular to have Mr. 
23 
Browne present his views which he is doing in his 
24 
capacity as an individual. 
as) 
Mer. Chairman, I think first of all I would 
26 | 
like to qualify Mr. Browne and give a little bit of 
27 
his background and Mr. Browne will confirm the 
28 
statements I make. 
29 
Mr. Browne has been associated with the 
30 


trucking industry for some twenty-five years, and I 
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think, too, Mr. Chairman looking over the transcript of 
the evidence this is the first -- I was going to say the 
first practical witness, or somebody that <P been 
intimately and actively associated with the trucking 
industry. 

From 1935 to 1940 Mr. Browne was associated 
with the Wells Cartage Limited. a Vancouver trucking 
firm. From 1940 to 1946 he was overseas with the Royal 
Canadian Army Service Corps; and from 1946 to 1951, Mr. 
Browne had his own firm, Empire Cartage. which was a fir 
of some seven trucks, 

From 1951 to the present time, Mr. Browne 
re-affiliated with the Wells Cartage Company in the 
capacity, first of all, as Traffic Manager, and 
subsequently he became a director and General Manager of 
this, firm, 

Wells Cartage does ninety per cent of its 
business locally in the Vancouver and has some 35 units 

Mr. Browne was elected as a Member of . 
Parliament to Vancouver-Kingsway in 1958. 

Wells Cartage firm is associated with the 
Automotive Transport Association of British Columbia 
which in turn is affiliated with the Canadian Trucking 
Association. 

A, That is correct. 

QO, Mr. Browne, I am advised, filed twenty- 
five copies of the brief with the Commission, I believe 
it was, October 24 and in addition mailed copies of 
the interested parties. 


IT would ask Mr. Browne if he would now read 


| gq ltecnerd ade esto aithioos 
ia wd athog eae I -~ Geek sit at aide ct stabi asst 
[boWdsact 49 oceans 4 Leotdowng va 7B 


yon nal 


oly Adie oultah wages sash ona bo ylotamt at a 


cert | 4 | 


a 


. ah, 
SlLoW sid tia kh 


; a f mise ical [ 
3 Cee i 


x 
ae 


, 
=| 


Sn a eS emg 
anol ~ 
ad 
wt 


= 
ee. 


aa, 
- 


ee a 
LBHnal og a ons winll 
. SM 


ov Singers st fet of 


1 ; $ 


: Mi F 

od Lie: 1. i): 
. we! Oe Pa F a 

Aw Dae 4 


bx 


iG at a A eve Squodun | 


a ee 


a 1 a 


ee at 
at Wave od pee 


A Loe ‘ 
Dey Sek ios 2 


Olt caegh. 
WOLD 


| 18 X, , swens wth ee 
‘) BINS 
WeeLqnop, sity Sa Sate, ead - weia0g) 


rs @ hale — a 
S 


ANGUS. STONEHOUSE & CO. LTD. Browne, dir. 20130 
ORONTO, ONTARIO (Drysdale ) 


his brief, and I believe he also has a preliminary 
statement he would like to make. 

mg Mr. Chairman: Before I commence reading 
my brief, I want to thank you for the opportunity of 
presenting my views and to state briefly what I conside 
my status in appearing before the Royal Commission on 
Transportation. I am appearing as a member of 
Parliament of Canada and the views I express are those 
which in my opinion will best serve the national 
interest. 

I would like to emphasize that these views 
are not presented as the views of the trucking industry, 
but represent my own thinking with the experience of 
twenty-five years in the trucking industry. I would 
also like to point out that the firm I am associated 
with does not necessarily endorse all or any of the 
views contained in this brief, nor am I in any way 
speaking on their behalf. In fact, in so far as I am 
aware, they do not stand to benefit from any of the 
policies that I have advocated in my brief. 

Most of the views contained in my brief have 
been expressed at various times in the House of Commons 
and in committees of the House. 

I have also introduced bills in the House, 
and purpose of which is to bring about legislative 
changes concerning transportation in Canada, however, 
before they could be brought before the House for 
debate, this Commission on transportation was 
appointed and I felt it would be preferable to place 


my views before the Commission first before proceeding 
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with them in the House, 
I would like to introduce as exhibits Bills 


C-25 and C-29 which I first introduced in 1958 and 


which I have re-introduced at subsequent sessions. 
--- EXHIBIT NO, 154: Bill C-25 
~-- EXHIBIT NO, 155: Bill ¢€-29 


The two bills that I am introducing as 
exhibits are dealt with later on in the brief; at least 
the subject matter of the two bills, and I simply put 
them forward for your information. 

Now, I would like to proceed with the reading 
of the brief, 

2% The problems of Canadian transportation 
are important, complex and controversial. Therefore 
it is only natural to expect that they be approached 
from different points of view and that the areas of 
disagreement are wider than the areas of agreement. 

All this implies an obligation on the part of anyone 
appearing before this Commission to state clearly the 
fundamental principles on which his presentation is 
based, 

2% The fundamental principles on which 
this submission is based are: 

1. Belief in the efficiency of the 
competitive free enterprise system; and 


2. Belief that progress must be 
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TORONTO, ONTARIO (Drysdale) 
1 

2 encouraged, and that the costs of change 
3 imposed by new methods, new equipment 

4 and new patterns of consumption and 

5 production must be accepted as thie 

6 necessary price. 

7 3% There are few who would disagree with 

8 these principles but, on the other hand, many of those 
9 who theoretically agree with them are quite willing to 
10 advocate policies inconsistent with the belief in 

11 competitive enterprise and the encouragement of progress. 
12 Ah A clear statement of the basic principle 
13 is uae raa ty important today. Transportation is fast 
14 becoming a field of growing competition; it is also a 
15 field in which a very rapid rate of technological and 
16 marketing progress has brought about -- and is bringing 
17 about -- changes of such magnitude as to make it 

18 necessary to examine eritically some of the views and 
19 policies which were generally accepted and non- 

20 controversial in the past. 

21 5. This submission is focussed on the 

a2 problems of the Canadian trueking industry. No apology 
23 is needed for this approach, Some of the basic changes 
24 which have occurred in the Canadian transportation 

25 scene have been brought about by the emergency of 

26 highway transport. These changes caused problems to 
27 other means of transport -- notably the railways -- 

28 but they also brought immeasurable benefits to 

29 shippers. Even if one agreed, in regard to 

30 transportation, that the solution of the railway 
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1 

2 problem is the most urgent or immediate task facing 

3 the Dominion, -- and this is not the view with which 

. I agree --'‘even then, one would have to consider the 

5 impact on the trucking industry of any solutions 

6 proposed, 

7 6. There are two main classes of benefits 

8 which highway transport brought to the nation's 

9 consumers and producers: 

be Benefits of new service, i.e., greater 
11 variety of service and wider range of 

id services and rates; and 

13 as Benefits of competition which, in an 

14 increasing number of cases, puts a ceiling 

15 on rates which can be charged by other means 
0 of transport, and, at the same time, forces 
17 the competing industry to improve the quality 
18 or increase the range, of its services, when 
19 such policies are justified. 

20 Te These benefits can only continue and be 
21 extended if the trucking industry continues to expand 
22 and if the independent trucking industry exists. The 
23 independence of the trucking industry is essential if 
24 benefits from competition are to be obtained -- seldom, 
a if ever, will a subsidiary force its "mother-company" 
26 to make competitive adjustments, 
27 

28 The Changing Nature of the Trucking Industry. 
99 8. Understanding of the basic changes of 


30 the trucking industry is essential in order to appreciate 
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TORONTO, ONTARIO (Drysdal e ) 201 34 


the changes which this industry brought about in the 
transportation scene as a whole. These changes have 
been described at length in the eae tasreuesence 
on behalf of the trucking industry by its national 
organization. It is useful, however, to state briefly 
the main lines along which the industry developed and 
trace the implications of these developments on 
national transportation policies. 

96 The most important lines of the 
industry's development can be summarized briefly under 
three headings: 

Le Increase in the range of operations 

aie Increase in the efficiency of highway 

operations, both as the actual carriage and 

the terminal handling are concerned; this, in 
turn, resulting in the shift of economic 
advantages between highway and railway 
transportation 

3% Increase in specialization within the 

industry -- specialization of equipment, and 

of firms in different types of operation. 

10. As the result of these changes, the 
trucking industry's competition has increased, 
affecting a greater range of commodities and longer 
haul traffic. At the same time, it is increasingly 
difficult to speak about an “average truck" or "average 
firm": in order to serve different sectors of the 
transportation market, the trucking industry, through 


a process of competitive adjustments, became diversifie 
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and today it may be more correct to say "trucking 
industries" than "trucking industry". 

11. All sectors of the erick tay industry are 
important but, for the purpose of this inquiry, ‘the 
most important sectors are those which directly compete 
with the railway industry, and which are of national 
rather than local significance, These are the sectors 
where larger firms are more typical and where capital 
investment tends to be.considerable. In fact, there is 
a necessary relationship between length of haul, 


capital investment and size of the firm; in order to 


provide long haul service with large and economic 


equipment, Sizeable investments and large organization 


are necessary. 

12. The changes which have taken place 
within the trucking industry have made traditional 
approaches to the problems of transportation obsolete, 
No longer can it be assumed that the independence of th 
industry cannot _ affected by the acquisition of a 
few companies. No longer can the industry be assumed 
to have @ local or regional character, The industry's 
operations affect all provinces and all regions of 
Canada, 

13. The implication of these changes is 
this: 

-- whether we want it or not, national 
transportation policy must take into account highway 
transportation, and a national policy for highway 


transportation is essential. 


nt <? mie ss “4 


OGRE FEB. soe Sam He se sue 


at 
a, 


be teint: oni se 4 


Py « 
a 
ie 


2 raien’ corti 


i 
4 


a 
th 
‘ 
‘ 


ane 


ay cits 


hw ewe taghd arte 


NOOGS OF OS ion PUN BORIC itark 183 
bs Pha y 
WAY CI OD GSE LOW 


. 4 y si Aa Oe My 


ia) 


D 
y ‘ 
j 


: cy y ie i ‘ 
A dd , 0 a 7 ir n } 
TER yea we ae ply} 

» = a f ‘ ’ * 


ANGUS, STONEHOUSE & co.LTto. Browne, dir. | 20136 
TORONTO, ONTARIO (Drysdale ) 


The Aims of National Highway Transport Policy. 

14, National policy affecting highway 
transport must enc aenieecy be a part of Ges national 
transportation policy. The transportation syste. of 
this country is so closely inter-related that no longer 
can we afford to have a number of unrelated separate 
policies for individual industries. The same guiding 
principles should be foukened in our treatment of 
highway Logan chice cucks railways, commercial aviation 
or pipelines. 

15. The first sewer the national transport 
policy should be preservation of the principle of 
freedom of choice as to the means of transport, as long 
as it is technically or economically possible, This 
means that possibilities of the establishment of a 
transportation monopoly should be watched carefully, 
and, if necessary, counteracted. Monopolies can be 
established either through purchases of competing firms 
or through rate practices which lead to elimination of 
competition. The application of this principle require 
national control over the acquisition of transportation 
firms by fizins established in other transportation 
industries and also the right of one transportation 
industry fo intervene in cases where the rates , | 
estiablistied by its competitor may lead to elimination 
or feta ied of the competition. 

16, The second important aim of 


transportation policy must be the encouragement of 


progress. In practice, it must mean that no 
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protection Should be given to the established transport 
medium, either through a one-sided subsidy, or through 
preferential legislation. The word ‘established’ is 
stressed here because in practice it may be a sound 
developmental policy to encourage the growth of a 

new and promising industry. However, as soon as an 
industry has established itself and is capable of 
standing on its own feet no preferential treatment should 


be given to it to defend it against the new forms of 


competition. 
17. Transportation assistance has -- and 
probably will -- be used as a means for the promotion 


of certain geographical regions, or for the achievement 
of national aims. Any such assistance program carried 
on through transport subsidies should take into 

account the development of all transportation industries, 

18, How does the national highway transport 
policy fit into this framework? 

19. If national transportation principles 
are to be applied to the field of highway transport 
than the following conditions must be met: 

Lis The impact of policies which affect 

highway transport must be considered in 

relation to the trucking industry; 

=. The impact of the rate policies of the 

established forms of transportation on 

highway transport must be taken into account; 

36 The legislative framework within which 


the trucking industry operates must be 
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adjusted to the present needs of the industry; 
4 Any attempts to establish a monopoly in 
the competitive sector of the industry must 
be prevented. 
20. Unfortunately, these conditions have 
been ignored, partly because the importance of highway 
transportation has not been fully recognized in the past. 
The recognition of the part this industry plays, and 
the drawing of practical conclusions from this 


recognition, would contribute towards the solution of 


national transportation problems. 


Policies Affecting Highway Transportation. 

21. Transportation industries have been 
consistently used as "instruments" of the economic 
unification of the country and assistance to certain 
regions of Canada. In practical terms, this policy 


principle was applied in practice in the following 


ways: 
is Subsidies -- either direct or through 
loans or guarantees -- for railway 
construction; 


ae Grants on a Federal-Provincial cost- 
sharing basis towards construction of the 
Trans-Canada Highway; 

3. Construction of the St. Lawrence Seaway, 
as well as other canals and waterways; 


4, Construction of harbours, docks and 


wharves; 
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5s Construction of airports and aerodromes; 

6. Subsidization of movement of certain 

railway freight ("bridge" Sutatay?! Maritime 

Freight Rates subsidy) or the same type of 

subsidization nationally (Freight Rates 

Reduction Act); in the same general category 

one must include meeting the deficits of the 

Canadian National Railways; 

i Ee Deficits on the operation of certain 

harbours and wharves; 

oe Deficits on the operation of airports 

and airways. 

22. It may be noted that the assistance 
enumerated under headings 1 to 5 (;inclusive) has been 
of the nature of an investment in the general efficienc 
of our "national plant". Although some of it might 
have been misdirected, the results of these policies 
were of large and lasting benefit to Canada. In fact, 
it has been a traditional policy in this country to assist 
those transport developments which helped to unify 
Canada, or increased national prosperity, and it must 
be source of pride that most of the transport 
undertakings assisted became self-supporting, or are o 
the way to being self-supporting. 

23. However, with growing complexities in 
the transportation field future investments in 
transport must be carefully planned not only from the 
point of view of direct benefits to the recipients, 


but also from the point of view of the general impact 


ED RRA |) 
7 Aee eon. 29° netaciink 


4 y 
Tea 


in aati Hs maw 


i 


‘ae 


? 


{gua te teeutistt 


2 dna rm 
r ee 


eee oe: ony, OT 
OG Te ae 


wae" 0 


| Soe” ove 
| 4 
" 
nn lee oe 
A +] AS 


oad ial ee 
j he AT Pa 
Pee ORR 


ee abet 


Petogqqve-Lise gated 
rs 
oe ren: > | , 
Cee ae ofS 


+ 


wHtasyAl sweet ‘et iets ao tte saqqane 


Une | Horas fg 


VPs r 


coe 


me 


fame aa) 


6 


co 46s 


ANGUS, STONEHOUSE & CO. LTD. Browne 2 dir Xs 201 4O 
TORONTO, ONTARIO (Drysdale } 


on all the transportation media. Had this policy 


been consistently followed, the development of 
mi 


Lawrence Seaway would be co-ordiated with the 


dequate facilities for furtnex 


as 
& 


construction of 
distribution of goods from harbours. For example, the 
increase in the importance of Lakehead as a St. 
Lawrence port must be matched with the establishment 
of satisfactory loading and unloading facilities for 
trucks, 28 well as highway improvements, so that the 
economic benefits Sue harbour can be felt as widely 
as possible, 

24, It would be most valuable if the 
Commission found it possible to inelude a co-ordinated 
planning of national transport ence -o invest- 
ments by the federal government -- among its 
recommendations. Such co-ordination of investment 
policies in transport would have to take into account 
the interests and potential contribution of all means 
of transportation, 

25. If other means of government assistance 
to transport industries are considered, they fall unde 
1 broad heading of subsidies Some of the subsidies 

are aimed at assistance to certain regions of the 
country; some are of the “developmental nature"; being 
aca at helping new and developing industries; some 
represent the costs of keeping declining or inherently 


unprofitable systems in operation; some are aimed at 


keeping certain transportation costs down. 
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26. ““Oerteinly, there ts-no~subsidy which cannot: « 
be justified on some grounds and.which would not 
bring Denerite to somebody. sie problem, however, 

is to esta ‘blish ria what we are trying to do, how 
much are we actually getting | for our expenditure, and 
what is Ne eores of bias rane’ systems on the 
Pansnenist ion system of the country as a whole. 

In eects it is important to consider whether 
subsidies a existing promote or harm the development 
of new transport services, or competition in transport. 
It mast be rememvered, first and always, that it is 
the competitive ezeEg™ of free enterprise which, 

in the lone run, assured the auioete and consumer 
of a type of service which he requires at the lower 
cost possible. Therefore, a study of competitive 
effects of subsidies is essential, and where such 


competitive effects are adverse, suitable remedies 


must be introduced. 


The Problem of Subsidies 


eis ay subsidy program coe tuaeaae a competitive 
dislocation. An industry receiving a subsidy | 

is in a better competitive position than other 
transport ee ee competing in the same traffic 
market. It follows, therefore, that a subsidy granted 
to one means of transport must retard the development 
of the competing transport industries. Furthermore, 
an operating subsidy is tied to a certain level 

of costs and operating standards, and therefore 


tends to grow with the increase in costs. But what 
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are the legitimate cost increases? Parailel with 

the rise of materials and with wage increases , new 
methods are introduced which tend to keep costs 

down. In efficient competitive industries everything 
is done to reduce costs in ee of rising prices. 
ar*it is Be done, a firm cannot survive. Ina 
piontaigea industry, the problem is much more complex. 
bg daha we decided to subsidize the railways so as 

to freeze all railway rates at a certain level, and 

if tomorrow railway wages go up by 10 per cent, 

what ariéwali@e should we mene tren that? Full 
allowance for railway cost increase; due to the 

rise in labour costs, or only partial allowance 

(since the increase in wage rates is =-- partially, 

at least ba counter-balanced by the increase in 
productivity)? If so, who is to make the determination, 
the railway managements themselves, or some other 
body? If some outside agency is to determine the nec- 
essary level of a subsidy increase will it not 

assume some of the erepusdcaver ‘et railway management? 
These are the problems of subereiee: problems which 
do not exist if the natural play of competitive forces 
is allowed. 

28. mater bROIaae there are situations where ov #* 


subsidies are required to assist certain regions or 


industries, which, without subsidies, might find 
it difficult to continue préducing in a competitive 


market. 


29. In such cases the prineiples involved should 
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be clearly stated. It must be stated who is to be 

the benefactor of the subsidies. Furthermore, the 
subsidies must be organized in such a way an not to 
disturb the changing competitive balance between transi 
port industries. 

30. In practical terms the now outmoded policy 

of nhvtaglbae transportation industry as a 

chosen instrument must be discarded. It follows that 
any s@bsidy which is allocated to assist a particular 
class of shippers must be etenbea in such a way as 

to aheble the subsidy benefactors to choose the 
transportation medium &hich suits their needs. In 

the case wuerk the number of shippers is large and the 
number of carriers is limited the best way of 

aeeiaug this requirefient is by paying the subsidy 

to all the established competing carriers who, in turn, 
will reduce their rates by the percentage corresponding 
to the subsidy payment. Since competitive conditions 
can can be relied upon to keep the rates at a minimum, 
the subsidy payments would produce a genuine 

reduction of freight costs. In the case where the 
number of shippers is limited, the begt way is to 

give the subsidy to the shipper directly, who will 
then allocate the subsidy monies in such a way as 

to assure maximum benefits. The first method is 
obviously applicable in the case of the Maritime 
shippers, the second in the case of grain movements, 

akg £t is decided that Maritime freight rate assistance 


is to be continued, in accord with the conditions of 
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Confederation, and if a subsidy on export grain movement 
is recommended. 

Biv On the other hand, a general ‘piedites 
subsidy granted to one means paetoahekent -=- railways -- 
in order to reduce all the rates, or even all the 
non-competitive rates, is difficult to justify. 

Its benefits are spread at random, and potential 
competitive complications are at their worst. 

32% In theory, a blanket subsidy benefits long- 
haul shippers more than short-haul. In this way, 

it aitsa retards the development of competitive 

on long-haul markets. One must be consistent; one 
cannot argue that the long-haul railway customer 
deserves a subsidy because the competition on long- 
haul movements i8 weak -- an argument less and less 
true with the growth of long distance trucking -- 

and, at the same time, subsidize railway movements 
which would further weaken this competition. 

35% Furthermore a blanket railway subsidy affects 
adversely any possibility of combined rail-truck 
movements. Even if it is more economical to ship 

a particular commodity part way by truck, and part 

way by rail, by virtue of the subsidy the maximum 
railway haul will always be chosen. In this way, ra- 
tionalization of the Canadian railway system is further 
postponed, and the need for a subsidy increased. 

34. If the disadvantages of the areas of Canada {j 
which are located far from their markets or supply 


sources are to be diminished, the way to do it is 
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through an aggressive and planned program of cost- 
cutting investments, since by this method the 

source of the problem -- high costs of eatcKeven or 
distribution -- is attacked and not its manifestation. 
In this way the basic problems are solved rather than 
their symptoms being buried under a growing burden 

on the taxpayer's. pocket. 

356 The most important point, however, is this: 
there is no better, and in the long run, no cheaper, |: 
solution to the problem of highrates, and/or inadequate 
service, than tompetition. Any policy which adversely 
affects competition leads to higher costs, and 

greater problems. Any policy which promotes competition 


leads to a better distribution of the benefits accruing 


from technical and economical progress. 


Regulation 


36. The reason for economic regulation in transy: .|)* 


portation is the protection of the long-term 

interests of the customer. This aim can only be 
achieved through the promotion of healthy, competitive 
carriers who can assure the continuity and quality of 
service the customer needs and expects, and 

the lowest possible rates consistent with fair returns 
to the suppliers of the service. If the continuity and 
the quality of service is to be protected, then the 
existence of carriers and their ability to 

bring into the service new and better equipment must 
be protected too. An intelligent and far-sighted 


policy of regulation is not inconsistent with the 
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promotion of competition. On the contrary, 
it enables the full benefits of competition be 
reaped by the creation of conditions ie deer Eash 
the long-range interests of the public and of 
the carriers are protected, and where both the 
suppliers and the consumers of transportatidn services 
are able to plan ahead. 
Bie This general principle can be translated into 
the following practical tests against which 
any existing regulatory system can be judged: 
A&B Does it take into account the long 
range development trends of the industry, 
and does it enable the carriers and the 
public to plan ahead? 
ae Does it strengthen the healthy competi- 
tive elements, i.e., does it encourage 
the growth of strong enterprises and 
protects the public against the possibil- 
&Sies of the creation of unwanted 
monopolies? 
ce Is it consistent over time, across the 
country, and does it apply the same 
basic principles to all industries? 
38. Even a very brief survey of the present 
regulatory framework affecting the transportation 
industries indicates that it falls short of meeting 
these tests. 
39. Let us consider the trucking industry first. 


4O, The industry is regulated independently 
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by ten provincial boards, which in the case of 
interprovincial or international movements act as 
federal boards. No common principles exist which 
would determine the application of regulatory 

powers of th@se boards. No common regulatory pro- 
visions exist. Under these circumstances it is only 
to be expected that no forward planning of the 
industry's future, no common studies of the industry's 
problems, are undertaken. 

ig The protection of competitive elements in 
transportation is an extremely complex subject 

and it requires co-operation between the agencies 
dealing with different phases of transportation. An 
aggressive rate slashing policy -- or an aggressive 
agreed charge policy -- of the railways may affect 

the evterelive of trucking competition. Yet, instead 
of encouraging inter-agency and inter-industry 
representation in cases where a regulatory case 

before one board regulating one industry -- e.g. 
railways -- can affect other:industries-- e.g. trucking 
-- the rights of such representation either do not exist 
or are strongly circumscribed and must be made at 

the highest political level: by appeal to the 
Governor in Council. Similarly, the regulations 
affecting the ownership of firms or services by 
corporations in other transport industries vary 

from one province to anatt&er ,with no national policy 
or superyision. This gap, does not, however, exist 


in the regulation of air transport, presumably because 
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this new means of transportation, by the very fact 


of its relative newness, was organized within a modern 


a 


regulatory framework, i.e. according to the 


principles of industrial regulation developed for 

the second half of this century, and not a hang-over 
from a previous era. This may be an explanarion, 

but it strongly indicates a need for reform as 

far as the regulation of other means of transportation 
are concerned. 

42, The failure of co-ordination and forward 
planning is perhaps most obvious in the case 

of so-called piggybacking, or joint rail-truck 
operation. In spite of the fact that the possibility 
of piggybacking had been ¢considered for years, 

began in Canada under Plan 11 at the end of 

1952, and was expanded to Plan 1 in 1957, no 
regulatory changes have been made to deal with this 
development although it will have a most:.important 
bearing on both the railways and licensed long- 
distance truckers. | 

43, The file of operating regulations of 

highway transport does not present a much better 
picture. Vehicle regulation is within the jurisdiction 
of the provinces, and the role of the federal Govern- 
ment in this field most necessarily be secondary and 
indirect. Nevertheless, in view of the commitments 

of the federal Government to assist in the construction 
of the Trans-Canada Highway, an undertaking, which 


one must hope will be followed by further investments 
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in the modernization of our interprovincial 

highway system, the federal Government may be expected 
in the future to take a more active idbasuat in the 
establishment of common standards of vehicle 
regulations, a step which is bound to bring considerable 
economies to the operators, and benefits to the 
consumers. A subject directly under the Federal 
jurisdiction is the regulation relating to Sunday 
operations. Highway transport is at present the 

only transportation industry which is affected 

by Sunday restrictions, and this is another example -- 
a minor one perhaps, but nevertheless important 

to the conomics of long-haul operations -- where 
highway transportation does not enjoy "parity of 
regulations". 

Hy In addition to the fundamental problems 

of the present system of regulations, the administra- 
tive difficulties must be mentioned. The unco- 
ordinated systems of regulation existing at present 
result in an administrative nightmare, and what is 
even more important, in heavy additional costs to 

the interprovincial operator. In the interests of 
efficiency alone, the present system must be 
overhauled. 

45, This Commission received an exhaustive 
submission by the Canadian Trucking Associations Inc. 
containing a proposal for new legislation relating 

to the regulation of ‘highway transport. In view 


of the importance of the subject of regulation to the 
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healthy development of tyansport industries it is 
submitted that it should receive careful attention 
by the Commission, and the modernization bel eas 
present regulatory framework should be one 
of the Commission's recommendations. 

I would like to say at this point that 
I do not agree with the submission that was made 
by the Canadian Truckers Ass@oiation on this 
point in the formula. However, the trucking industry 
must be brought under control of the Federal 
Government, under control of a board appointed 
by the Federal Government and directly responsible to 
the Federal Government because I believe the type 
of board proposed by the Trucking Association would 
still tend to deal with matters with provincial 
prejudices instead of dealing with them on a 
national basis. I have no firm views on whether 
it should be brought under the Board of Transport 
Commissioners which could be enlarged and have 
people on it thoroughly familiar with all aspects of 
the trucking industry or whether a new board 
would be required. I am inclined to favour it being 
brought under the Board of Transport Commissioners. 
I would point out in the House of Commons last 
year I seconded a bill which was introduced by Mr. 
Chown which we brought forward towards the end 
of the session mainly for the purpose of bringing 
up debate on that particular subject. It was not 


reached for debate on that particular subject. I 
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total. When the competitive-rated traffic approaches 


1 

2 have a copy of the bill if the Commission should 

3 be interested. 

4 Competitive Rates and Agreed Charges | 

5 46. The importance of competitive rates and 

6 agreed charges has been steadily increasing during 

7 the post—wam era. In terms of volume, as measured 

8 by ton-miles, competitive rates and agreed charges 

9 accounted for slightly more than 10 per cent in 

10 1949 ha ae 27 per cent aM 1958 (Board 

11 of ii iuan Gamer a wet aaas Waybill Analysis). This 
12 indicates the increase in the intensity of competition 
13 and: the Abisemered change in the railway rate 

14 making. eae on every reason to believe that these 
15 trends will continue. With better highways in all 
16 regions of the country and with the growth of new 

17 means of transport, such as pipelines and air, 

18 compe#ition will increase rather than decrease. It is 
19 net unreasonable to expect that at some future 

20 date the competitive rates and agreed charges will 
1 account for more than half of the total traffic 

22 of the railways. 

23 47, This fact alone must force a complete 

24 revaluation of the regulatory policy relating to 
25 railway rates. It was once possible to consider 

26 competitive rates and agreed charges:-as an exception 
27 to the general trend of rates, with only limited 
28 significance, when the traffic carried under 

29 these rates amounted to 10 per cent or so of the 

30 
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one-third of the total, and may even exceed one= 
half in the foreseeable future, it is obvious 
that these developments should be the main object 
of rate regulation, or at least a matter requiring 
most careful consideration. 
48, Competitive rate reductions are, in general, 
of benefit to the public, and are the best proof of the 
efficiency of our competitive system. At the 
same time, there is an inherent danger in large- 
scale rate reductions made by corporations with 
vastly superior resources. The danger, of course, 
is the elimination of the competition which 
reucsd tie rate reductions in the first place. | 
oO, Therefore, it is no longer possible to 
consider railway rate reductions in isolation; 
i.e. it is no shite possible to consider railway 
De aa au raves without Perens into account 
the results of rate cutting on the competing industries, 
anong others, the trucking industry. Thus it is (veuu 
essential to allow the representatives of the highway 
transport industry so take an active part in the 
rate proceedings affecting this industry, and to 
have the right to complain to the Board of Transport 
Commissioners against competitive rates which 
vitally affect the industry. 

nad ah just iiacigee? that was one of 
the things dealt with in one of the two bills that 


I introduced as an exhibit. 
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recognized in the existing legislation, and 
consequently changes in the legislation are required. 
50. The problem of agreed charges is similar. 
In certain respects the competitive impact of the 
agreed charges is greater than that of competitive 
rates, since the agreed charges necessarily result in 
a withdrawal of most of the potential traffic from any 
carrier soupetavive with the peer In some 
cases it may mean complete a Pie twa ted of the 
competing carriers. AS an example, there is a recent 
agreed charge signed by the railways with the 
wreweries, relating to haulage of beer in Western 
Canada. As the result of the agreed charge two 
trucking firms, Breweries Transport Ltd., and Northern 
Brewery Transport Ltd. have been eliminated; these 
firms simply discharged their employees and put their 
equipment up for sale. Such an elimination of compe- 
tition is not in the long term public interest, and 
more effective means of control should be 
instituted. Two ways of dealing with the problem 
suggest themselves: 
os Simplification of te. appeal procedure 
against the agreed charges by allowing 
any association or other body represen- 


tative Gf moter vehigile operators, to appea 


to the Minister of Transport in respect 
to agreed charges whigh threaten to 
eliminate large pafts of the industry 


-O8 segments thereof , ithe Minister being 


ce l Fae? 
 & 


ee 
a al eseaprlo beanies cy nator ett | 


srtatiteainos: itt etowmnes aes . 


hedd setneng 02. ssguaio. & verag 

soy Tedy Dewtgs ‘ene ponte vetien 
ae a 

“iy oe Ti gam Ty ata norte 


« ve , . be i. ; i : i 
Lee ts Hee ovitiewqmon rotons 


pitcyeees'y: buenos. sclaeh ail one hi 


| a 
rhetey wet eqn is i 


er ae booms 


+ a a 


oe tal sowed 


wabsned 


cagvaean eet 


“ ed 


® apts: - 


sun ee : ie 
‘(Senedd MSQEse  G 


“SU Si nts Sag 


ugilmw « SyTAne: beers: 


nm > > 


ye a sob mand we 


29 


30 


ANGUS, STONEHOUSE & CO. LTD. Browne, dir. 20154 
TORONTO, ONTARIO (Drysdale ) 


empowered to refer the appeal to the 

Board of Transport Commissioners fou 

Cua ae ticrebiacth ‘ 

2s Legal limitation of the percentage of 

traffic affected by agreed charges. 
ea At the same time the subject of agreed 
charges and competitive rates and their effect on 
different regions, classes of customers, and 
competing industries should be periodically reviewed 
so as to provide the Government and the Board 
with current guidance as to the impact of these 
rate policies on the transport industries and 


national economy, and thus assist in making changes 


in the regulatery policy as required. 


Piggybacking 
Sas Movement of freight by trailers on flat 


cars and containers capable of being moved on highway 
and railway is one of the most dramatic manifestation 
of changes in transport technology. Unfortunately, 

the rate of technological progress has not been matched 
by progress in regulatory policies. The very fact 
that this type of movement affects two independently 
regulated transportation industries creates considerable 
problems. If the licensing of public carriers and 

rate stability are considered as important elements 

of transport regulation, effective steps must be 

taken to bring this development under control. 

53. Possible solutions to the problem of 


piggyback regulations, in order to assure the 
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maximization and continuity of benefits to the 
public are: 

1. Assuring the stability of piggyback 
rates and the continuity of service to 
duly licenced carriers availing themselves 
of this service. In other words, high- 
way carriers who come to rely on piggy- 
backing, with consequent changes in their 
organization, should be assured 
that the service will continue to be 
available to them at fair rates and 
without discrimination. 

2. Piggyback service should either be 
restricted to na eeeceAreapeteces or 
licenced carriers should be given 
definite rate or service advantages. 

If this condition is not met -- and it 
is possible that it can be met only 
through legislative changes -- then 
wacontrolled and occasionally unreliable 
non-licenced operators or private carriers 
would be given privileges of inter-city 
carriers without assuming any responsibil- 
ities of a licenced operator. 

Railway Entry Into Highway Transport 

54. The problem of railway entry into highway 

transportation can be considered from either point 

of view: 


Ls Establishment of services supplementary 
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1 
2 to railway services, or 
3 as Diminishment of competition in transport. 
4 De Both aspects are important, and both should 


5 te considered. Advocacy of the policy of caution 

6 against the dangers of railway penetration into 

7 highway transport does not necessarily contradict 

8 the realization that under certain circumstances 

9 railway owned highway service might be beneficial. 

10 56. Surely, the practical problem is the analysis 
11 of benefits and dangers of any particular situation. 
12 Benefits from railway entry into highway transpor- 


13 tation exist in two situations: 
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1. Where, without a railway supported servic 
no transportation service would exist; 
and : 

26 Where joint-railway-highway operation 
brings benefits of more efficient 
operation. 

57. The second condition exists only if 
joint ownership coincides with joint operation. Where 
joint ownership implies only subordination of a 
trucking company's policy to the railway management, 
then the case for railway entry on grounds of 
efficiency or "better service" does not exist. On 
the other hand, thedangers of a monopoly situation 
developing in transportation as the result of 
acquisition of trucking companies by the railways are 
very real. 

58. The companies acquired by the railways 
are normally large companies, engaged in long distance 
traffic. These are the very companies which forced 
competitive rate reductions, or kept the general rate 
level lower than it would otherwise have been. In 
order to engage in this type of business euene companie 
had to be large, they had to develop an extensive 
system of terminal and route facilities, a system 
which could not be duplicated in a short period of 
time. 

59. In other words, the establishment of 
large scale interprovincial trucking which provides 


the main competition to the railways has changed the 
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2 structure of this part of the industry. It has also 

3 changed the circumstances which make it possible for 

4. one of two large corporations to achieve ani maintain 
5 a position of monopoly, or at least complete 

6 supremacy. Therefore, the acquisition of trucking 

7 companies by the railways brings a very real threat 

8 of re-establishment of monopoly in transport, a monopol 
9 which had been broken by the development of the 

10 trucking industry. 

11 60. The investment in trucking is more and 
12 more shifting into the hands of the railways and it 

13 is probable that, even without further acquisitions, 
14 their share of highway freight traffic will increase, 
15 It is most doubtful whether it would be possible, or 
16 acceptable, to force the railways to divest themselves 
17 from the businesses they have acquired, although even 
18 this possibility must be kept in mind: the history of 
19 anti-monopoly legislation in the United States provide 
20 examples of breaking up companies which have achieved 
21 a monopolostic position. But even if the policy of 

22 forced divesting of investment is recognized as 

23 impracticable at present, surely there are all the 

24 reasons the Commission should consider whether, at 

25 | the very least, it should recommend very careful 

26 | control over future acquisitions of competitive 
27 trucking companies by the railways. Granted that, 

28 on some occasions, the resulting economies may outweig 
29 the possible dangers, 2 complete prohibition of furthe 


30 acquisitions of trucking companies by the railways might 
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not be in the public interest, there is, nevertheless, 

a good case for making legal provisions, similar to 

those existing in the Aeronautics Act, whifontiwoulta 
require special permission by the Governor in Council, or 
by a regulatory body, for any acquisition of trucking 
companies by the railways. 

61. This proposal is nothing more than a 
logical conclusion from basic principles, which, in my 
opinion should be the foundation of our transportation 
policy, namely, the principle of fostering competition, 
and the principle of consistency of transport 
regulations relating to the different forms of 
transportation. If we need competition in transportation 
we must protect it by imposing control over possible 
monopolies; if we protect competition in air transport 
by having inserted into the Act (Aeronautics Act, 
chapter 2, the Revised Statutes of Canada 1952, Section 
15, Subsection 2) a provision controlling the entry of 
other transport interests into this industry, surely as 
strong a case exists for protecting the highway industry 
against monopolistic encroachments. In fact, the case 
here is much more urgent because of a more pronounced 
competitive situation and the evidence of recent years 
of the railways! attempt to dominate the highway transpor 


field by acquisition of large companies, 


Conelusions. 
62. This submission has been focussed on the 
main principles which, in my respectful submission, shoul 


be the foundation of our national transportation policy. 
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The practical implications of these principles have 
been discussed from the point of view of establishing 
a sound framework which would enable all Meeps 
industries to develop according to their capacilities. 

63. The basic principle, from which all the 
recommendations follow, is the belief that the best, 
more impartial, and most efficient regulator in 
transportation, like in any other form of economic 
activity, is competition. From this point of view tha 
major problems of transportation have been reviewed. 

64, On the subject of transportation 
subsidies I have stressed the danger of harming the 
competitive, or potentially competitive, industries 
by one-sided subsidies, JI have also made a careful 
distinction between programs of assistance which creat 
new industries of services, and which wes oe a long 
term assistance to the economy, and subsidies which, 
at the very best, provide only temporary relief. 

65. Transport industries are regulated. 
The problem of consistency of regulations with the 
preservation of competition is basic to the developmen 
of our transportation system. The practical problems 
are the adjustment of regulations to the changing 
conditions. In this respect our federal regulatory 
framework is sadly outmoded and must be revised, it 
must be revised to take care of the expansion of long- 
haul truck services, interprovinecial and international 
in scope, which we still insist on regulating as if 


they were local services. The regulatory framework 
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must also be revised to take care of new developments 
such as piggybacking, container services, and 
acquisitions of firms in one beincpOsbaeton industry 
by competing transport media, 

66, The complex relations between the 
different transport industries must be carefully 
taken into account in framing our transport policies: 
the effects of rate policies of one transport agency 
might be crucial on the development of another. The 
possibility of competitive destruction through the 
practice of extensive rate cutting, or exclusive 
contracts (agreed charges) must be guarded against. 

67. In this submission I have stated more 
problems than suggested solutions. The solutions to 
these problems are not easy; they require very intensive 
and continuous studies. I trust, however, that the 
ideas and studies initiated by this Commission will 
indicate the approaches to a successful solution of 
our transportation problems and express appreciation 


for the Commission's consideration of my views. 


--- A short recess --- 


MR, FOURNIER: Mr. Chairman, while I was in 
Quebec during the weekend I had a look at some of the 
local newspapers and read the reports as to this 
extension of time, and it seemed to me that in the 
reports it was not too clear, through, very clearly, 


no fault of the newspaper reporter here. 
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Sere I should like to stress that the 
province of Quebec will file its submission in 
accordance with the ruling at page 19852 rieolaes 120, 
so that it may be heard at the time that has beer set, 
on or around the 4th January, 1961. 

THE CHAIRMAN: Yes, that error which you showed 
me was not due to Mr. Rice. 

MR, FOURNIER: Definitely not, sir. 

THE CHAIRMAN: The paper itself made a mistake, 
There is no misunderstanding between you and us. 

MR, FOURNIER: No, none at ali. I was asked 
many questions as to whether or not we would file a 
submission or whether or not the extension had been 
granted, Therefore, I should like very much to have 
the press here make sure that it is properly reported. 

THE CHAIRMAN: I am sure they will. 

MR, COOPER: Mr. Chairman, the difficulty has 
arisen because the paper picked up the ruling given in 
the morning, and not the further ruling given in the 
afternoon after reconsideration. 


THE CHAIRMAN: Yes, Mr. Cooper? 


CROSS-EXAMINATION BY MR, COOPER: 


Q. Mr, Browne, I am sure that you will find 
the Commission in entire agreement with at least one 
sentence in your brief, and I refer to your first 
sentence which reads: 


"The problems of Canadian transportation are 
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important, complex and controversial," 

A, I hope they are in agreement with more 
than that. ; 

Q. On page 1 in paragraph 2 of your 
submission you a forth the fundamental principles on 
which your submission is based, and the first of these 
is "belief in the efficiency of the competitive free 
enterprise system," This theme recurrs throughout your 
brief at various points, and in your conclusions at 
page 16 you come back again to that theme by stating 
that the basic principles from which all the 
recommendations follow is the belief that the best, 
most impartial, and most efficient regulator in 
transportation, like in any form of economic activity, 
is competition, Does it not follow from this first of 
your fundamental principles that all media of 
transportation should be free from any rate regulation? 

A, Wo sir, I do not believe that would 
follow. 

Q. What restrictions, then, would you place 
on the transportation industries by way of rate 
regulation which would not conflict with the free play 
of competitive forces? 

A, Well, I think I have already suggested 
in the brief that where competition would be in danger 
of being eliminating by one side with its vastly 
superior financial resources being able to cut rates -- 
that is one instance where a regulation would be 


required. 
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(Cooper )- 
1 
2 Q. Would it be proper to say, Mr. Browne, 
3 or to advance the proposition that if one agency of 
4 transportation is to be eliminated because heehee 
5 agency oi transportation can offer cheaper rates, then 


6 the first agency should be allowed to fall by the 


7 wayside? 


8 A, Are you referring to any specific 
9 agencies here? 
10 Q. Well, let us relate it to trucks and 


11 railways and let us say that if in any particular area 
iZ the railways are the low cost carrier, why should there 
13 be any rate regulation to preserve in that area 

14 competition from any other agency of transportation such 


15 as the trucks? or, put it the other way round, if you 


16 wish. 

17 A, Because I believe there are other benefits 
18 to the service than strictly rates. We have the benefits 
19 of the variety of services and other ranges of service 
20 offered by having more than one industry or one means of 
21 transportation. 

22 Q. Suppose we take into consideration even 

23 those other advantages, and having done so we find that 
24 one medium of transportation is the low cost carrier, 


25) then why should not that low cost carrier be allowed 
26 to carry the traffic and the other carrier fall by the 
27 wayside? 

28 Ag Well, I believe that is what, generally 
29 speaking, would happen unless -- the objection I have 


30 to someone being forced out by unfair competition; as 
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long as there is fair competition and one industry is 
able to perform the service better than the other, then 
of course they should be allowed to. 

Q. So long as there is fair competition, 
then competition should be allowed full play? 

A, Yes : 

Q. Fair competition should be allowed full 
play? 

A, Yes. I believe where someone is forced 
out of business because one party has all the transport 
tied up under a contract, as in an agreed charge, or 
where someone is forced out of business because they 
are operating at an unrealisticly low rate, then 
regulation is required; but if that is not the case, 
and they are operating on a fair competitive basis, 
and one industry can do better than the other, I think 
it is only natural they will get the business, anyway. 

Q. Would you put the test as to whether or 
not there is an unfair rate as being whether or not 
the rate is compensatory? If it is compensatory would 
you regard it as a fair rate regardless of the effect 
it may have on competition? 

A, I find this question of a compensatory 
rate is something very difficult to define and determine 
exactly what a compensatory rate is. During the 
parliamentary committees I have been on the railways 
have been asked that specific question, and until I 
can tell what is meant exactly by a compensatory rate, 


I would hesitate to make any comment on it. If you woul 
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1 

2 care to define it for me ....? 

3 Q. Let us say it is one which returns the 

4 variable cost of moving the traffic plus making some 

5 contribution to overhead? 

6 A. I think the only basis on which I could 
7 accept is that it must return all costs, because in the 
8 long run I do not think -- my own experience in 

9 transportation has been that I could convince myself 

10 I have certain licences and certain insurance that is 
11 going on whether I move that freight or not, and it may 
12 be true I could take a particular instance and say that 
13 if I move these goods from here to there it will cost 
14 so much, but in the long run I do not think that policy 
15 ap a sound one, and in the long run I think a policy 

16 of returning all costs plus some measure of profit is 
17 what is required, That is what I would accept. 

18 Q. Are you suggesting every rate must 

19 return its full costs? 

20 A, Yes. 

21 Q) On page 3, paragraph 12, you state: 

a2 "The changes which have taken place within 

20 the trucking industry have made traditional 
24 approaches to the problems of transportation 
25 | obsolete." 
26 What are these traditional approaches which 
27 are now obsolete? 
28 A, That statement was really based on a 

29 statement made by the Turgeon Royal Commission in which 


30 he stated -- and I am now paraphrasing and not making 
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an accurate statement -- or a word by word statement -- 
his impression was that there was little danger of a 
monopoly developing in transportation Weeden of the 
ease of exit and entry into the trucking business. I 
believe that is no longer true because of the greater 
capital investment required in trucking, particularly 
on the long haul ones that I am referring to here, It 
is only over a long period of time, with large capital 
investment, building up your terminal facilities, and 
teletype and so on, required to carry on on a 
transcontinental basis, and therefore it is no longer 
easy to get in and out of the trucking industry on 
that basis, and that is why I make that statement, 

Qe You have referred to the long haul 
trucking industry in various parts of your submission: 
what do you consider the proper definition of "long 
haul" in the context in which you have used the words? 

A, Well, generally speaking, I refer to it 
as inter-provincial or extra-provincial. | 

Q. So you would divide trucking, then, 
into intra-provincial and inter-provincial., The inter 
provincial trucking you would designate generally as 
long haul traffic? 

A, Yes, generally, although I would not 
Say there are not cases within a province that could 
not be considered -- if you ran the entire length of 
a province, north to south or east to west -- but in 
my mind I use that as a general guide. 


Q. All I am trying to establish is what 
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you mean when you use these certain expressions in 
the brief so that the Commission will have a better 
understanding of your brief, and that is ans I am 
asking this question about the word "long haui". 

COMMISSIONER ANSCOMB: May I interrrupt, Mr. 
Cooper? Just to clear that point, would you think fro 
Vancouver to Fort St. James is a long haul? 

THE WITNESS: No, I would not consider that, 
It would be getting border-line. I would say 400 miles 
and more would be becoming long haul. 

MR, COOPER: Q. I was going to ask you to 
put mileage figures on it, and you have done in the 
answer to. Mr. Commissioner Anscomb. Can we take it, 
generally, when you are speaking of long haul traffic 
that you are speaking of hauls over 400 miles? 

A, Yes. 

Qe On page 3 also, Mr. Browne, in paragrapl 
15, "The first aim of the National Transport policy 
should be preservation of the principle of freedom of 
choice as to the means of transport, as long as it is 
technically or economically possible", and you go on 
to speak of the possibilities of the establishment of 
a transportation monopoly as being something that 
should be watched carefully and, if necessary, 
counteracted. You also refer in that paragraph, in 
the last sentence, to the application of this principl 
-- that is, the principle of which you have been 
speaking in the paragraph -- as requiring national 


control over the acquisition of transportation firms 
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by firms established in other transportation industries, 
and also the right of one transportation industry to 
intervene in cases where the rates eouabdicken by its 
competitor may lead to elimination or weakening of the 
competition. Perhaps we are coming back to what we 

were discussing in my opening questions, but have you 
reference there in the last sentence which I have read 
to agreed charges and the elimination of competition or 
weakening of the competition by the entry by the 
railways into agreed charge contracts? 

A. Yes, that would be -- your competitive 
rates; agreed charges or competitive rates, I am 
inferring there that the industry should have the right 
to appear before the regulatory board -- a right which 
they do not have at the present time. 

Q. There is nothing which prevents, is there, 
Mr. Browne, the trucking industry from entering into 
agreed charges? 

A, Not so far as I am aware, 

Q. Do you know, if, in fact, truckers do 
enter into agreed charges? 


A, I have never heard of any. 


{ant eandn: nose ce saad 
4 are ( 


ar “Ue aa 


J Yasuuha) dl datey moans co te ats a 


gaitie. ae proton Ty an pa i 


> . < a? ae x 


: iP 
af Shays tw We nottenbiibls OF ban va seed segmpi 


aru 


! Seneo 0 es a hgeetret vowed 


’ a ~ - . 2 ne ak a % t - ji : 
ear dod weno eteonp pateege We at arr towsronah baat) 
x = - i 


dj 


baat eve . gtoida socadiied Fuel ots aL: on orke, mw 


{ ; hg. ky td, ea ake Me OS aL DY Se “Y ‘ eae sole di 


if ' ‘ a 
i i E ’ i : Pm. wl DS Wate af my » at ei TA whe! Py oh sit Be 1) F >) % 4 ¥ tt 
1 ' + » ay -' her ‘i % % Pe ae ae Sony : % iad bho it ats 
Md ‘ & 
4 
Pi si'd 
5 
¥ : 1 ri 
i A 
is - 


<1 


y 
ep y  t 


a 
£ ; 


et 


Browne, cr-ex. 20170 


ANGUS, STONEHOUSE & CO. LTD. (Cooper ) 
TORONTO, ONTARIO 


Q. On Page 4, in Paragraph 16, Mr. Brpyne, 
you refer to the second important aim of transporffa- 
tion policy as being the encouragement of Bi covebE 
and you said, 

"In pragtice, it must mean that no protecthryl 

ion should be given to the established 

transport medium, either through a one-sided 
subsidy, or through suasoeticy 
legislation." 

When you use those words "established trans- 
port medium" are you really referring to the 
railways? 

A. Well, it would be very applicable to 
them.. I would not say it is the only one. My 
basis is that everybody should receive the same 
treatment. 

Qe Whether railways or trucking industry? 
A. That is right. In other words, it 
happens at this particular time, perhaps, that the 
railways are established, and trucks are coming 

oni trucks may be established and pipelines coming 
on. I am simply saying that everybody should be 
dealt with on the same basis. 

Qe You would regard the trucking industry 
as being a well-established transport medium? 

A. Yes . Except insofar as regulation 
is concerned. I think that they are not established 
in that way. There is no Federal legislation 


so far as the Federal Parliament is concerned that 
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really deals with trucking in any way. It is in no 
way shape or form really recongized under Federal 
legislation; the only thing being the Motor 
Vehicle Transport Act, which was in effect a dele-~ 
gation of the thing back to the Provinces. 

Qe But in a business sense or in the sense 
of an industry carrying on & WaSiness, the 
trucking industry is at the present well established? 

A. Yes. 

Q. Also on Page 4 in Paragraph 19 you 
outline certain conditions which must be met if 
national transportation principles are to be applied 
to the field of highway transport, and the 
third of those conditions is, and I quote; 

"3, fhe legislative framework within whgah 

the trucking industry operates must be 

adjusted to the present needs of baa! 
industry; " 
Have you reference again there, as I presume you 
have, to the necessity of Federal legislation and 
control over the trucking industry? 

A. Yes, I do. 

Q. When you speak of Federal control 
over the trucking industry you must be speaking, 
of cause Only of inter-Provincial trucking 
ee 

A. No. My understanding is that Federal 
control would apply to the intrasProvincial 


operations of an intra-provincial carrier, am that 
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stems from the decision made from the Privy Council 
3 from the Winter case. 

4 Q. But it would not apply to the intra- 
5 provincial trucker solely? 

6 A. No. It would refer to the intra- 


7 procincial trucker even though it was being done 


8 by the intra-provincial carrier, but not to a 

9 carrier who was structly intra-provincial and 

10 never at any time ran outside Pen provinces. 

11 Q. And you are not suggesting that whatever 
12 constitutional changes might be necessary be made 


13 to place that class of trucking operation within 

14 Federal control? 

15 A. No. 

16 Q- Now, the second of the conditions 

17 en Page 4, Paragraph 19, is that the impact of 

18 the rate policies of the established forms of 

19 transportation on highway transport must be taken 

20 into account. I would like you to enlarge on that, 
of if you would, Mr. Browne, and just indicate in a little 
99 more detail just what you have in mind there. 

23 A. Well, my feeling has been that -- in 

24 fact, to give you an example of what I was thinking 
25 of heres: We had in British Columbia an instances 

26 where trucks and rail were both hauling at the same 
27 rate. I believe it was through Okinagan to the City 
28 of VAncouver. The railways applied for a 17 per cent 
29 rate increase, which was granted by the Board of 


30 Transport Commissioners and which they instituted. 
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2 In this particular case, the trucking industry also 
3 asked for a 17 per cent increase, but they were 

4 only granted by the Public Utilities Beads and 

5 which the Provincial Board would only give them 

6 7s per cent, or half of what the railroads got, 

7 approximately, and the both put their new rates into 
8 effect. Then, the railway turned around and 

9 reduced their rate down to a very low level, 

10 far below what it had been before they asked for the 
11 17 per cent increase. The trucking industry 

12 followed suit and they had to reduce their rate. 

13] No balance of traffic changed hands; they both 

14 kept approximately the same amount of traffic they 
15 had and I think that a Board should be in a position 
16 to consider that type of thing happening, from 

17 looking at both of them; not two separate Boards. 
18 These rate policies must be looked at in an over-all 
19 picture, not having two separate boards looking at 
20 the rate policy of each. 

21 Q. You are suggesting that one Board -- 
22 you say, the Board of Transport Commissioners © 


23 should be charged with the control both over railway 


24 rates and inter-provincial truck rates? 

25 A. That is right. 

26 | Qe And that whenever the railways go 
27 before the Board of Transport Commissioners for 


28 an ifieretse im rates their application should not 
29 be considered unless representations are also heard 


30 at the same time from the trucking industry. Would 
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you go that far? 
A. I would say that both industries should 
have the right to appear whenever the eter: te 
making @:1 application. 
COMMISSIONER ANSCOMB: Mr. Cooper, I am 
sorry to interrupt you again. But the point you 
have just stated deals distinctly within a 
province -= Okinagan to Vancouver -- not out. 
THE WITNESS: Yes, that is right. 
COMMISSIONER ANSCOMB: You are not suggesting 


a Federal Board is going to interfere with rates 


‘Within a province? 


THE WITNESS: No. What I say is that 
the trucking industry should be able to appear 
before the Federal Board when those kind of 
cases arise. 
COMMISSIONER ANSCOMB: Even cases that 
happen within the confines of 4 province? 
THE WITNESS: I believe so. 
COMMISSIONER ANSCOMB: That was hardly what 
you said before. 
THE WITNESS: I'm sorry; that was what 
I intended to convey. 
COMMISSIONER ANSCOMB: Thank you, Mr. Browne. 
MR. COOPER: Q. What you said before, I think, 
was that you were not advocating rate control 
by a Federal body in the case of an intra-provincial 
trucking company operating ep aati n the confines 


of the prorince? 
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A. No, but I believe that the trucking 
industry as a whole should be still able to, 

by right, appear at the hearings before the ‘Federal 
Board. 

Qe What you were saying before was that 
there be no rate control over that segment of the 
trucking industry by a federal body, but that 
the intra-provincial operator, either singly or through 
an association should have the right to appear 
before the Federal Board when anything affecting 
his rates is in question? 

A. Well, in the first instances I have 
always referred to an association. I do not: believe 
an individual carrier should have the right to 
appear. Secondly, it is not so much the right of 
a trucking industry but in many instances when 
the railways apply for a rate reduction in particular 
it is because of competition. And it seems to me that 
if they are saying "Pruck traffic is moving at 
such and such a rate; therefore, we must have a lower 
rate", that it would only be natural and to the 
assistance of the Board that the trucking industry 
would be able to be there and present the kind of 
information that the Board would require in order to 
make a decision. 

Qe You are suggesting now that the test 
in Section 334 of The Railways Act, that a 
competitive rate must be compensatory or the 


railways must be in a position to prove that if called 
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upon to prove it, would be better applied or 

more intelligently applied if the Association of 
Trucking Industries or associations had ithe 

right to apvess always before the board when these 
matters are in issue? 

A. Yes. I might say at this point, too, 
that I think that that clause is not in The Transport 
Act, so far as I know; with that requirement, so 
far as I know, is not in The Transport Act where the 
agreed charges are covered. 

Qe Do you consider that it should be in 
The Transport Act? 

A. Yes, My feeling is that it should be 
on the same basis. As I have stated earlier, I 
believe that all rates must be on that basis. 

Qe In other words, that there should be 
a provision in The Transport Act that the railways 
must justify, if called upon to do so, their 
agreed charges in the sense of being able to 
establish that they are compensatory? 

Ae Yes. 

Q. Also, on Page 4, Paragraph 19, the 
fourth condition in that paragraph states: 

"h, <Any attempts to establish~a monopoly 

in the competitive sector of the industry 

must be prevented." 
I am not quite clear as to what you mean by the 
"competitive sector of the industry". 


A. Well, there are some instances where 
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there is absolutely nce competition whatsoever, 
and I was really referring, there, to the 
acquisition of truck lines by the railways in 
instances where there is direct compa@ition at *”. 
present time. 

Qe Then, there is an area where the rail- 
ways in fact are the only carriers? 

Ae Yes. . However, I have dealt with that 
in another section of the brief, and I would 
not want to give the impression I am saneae there 
are areas that are not competitive and will not be 
competitive. I believe all freight is potentially 
Raenkcatixe at& the present time. | 

Qe het is exactly what I wanted to clarify 
for the benefit cf myself, if not for all concerned. 
Do you consider today that trucks are competitive 
in all areas and over all traffic with the railways? 

A. No, I do not beleive Ehat that sitwation 
could be said to exist at the present time. It 
is rapidly approsching, and all I am saying is we 
must not take any step or we should not take any 
step that will prevent that situation from coming 
about, because if there is no action taken by 
subsidies to one particular form of transport, 
I believe that situation will soon be overcome. 

Qo Seo that you expect that the trucks wilil 
in the near future become competitive with the rail- 
ways over the entire range of commodities which are 


shipped and over all distances? 
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A. Yes. 

Q. Now, I said there "in the near future". 
How long deo you think it would be before that 
condition came about? 

A. Well, I would fmst like to give 
you a reference here from the Royal Commission en 
the Great Slave RAilway. There were two or 
three interesting statements made by the 
Commissioners with regard to grain hauling, for 
instance, which I think is one of the things that 
one could expect is not likely to become too 
competitive. From Page 15 of the Report of that 
Commission, the Royal Commission on the Great 
Slave Lake Railway -- thay is in Re SRC A of the 
Chairman, Mr. Justices Manning, and he has this 
to says 

"We have been advised on reliable authority 
that truck traffic has impgoved to the point where 
it even competes with railways in some places in 
earrying grain. A group of railways running into 
ot. Paul, U.S.A., have recently applied for 
permission to reduce freight rates on grain to 
compete with trucks. In British Columbia trucks 
are now carrying substantial quantities of 
grain from the @rea around Creston for distances of 
250 to 300 miles in direct compdition with railways." 
I think that gives some indication of the progress 
that is being made in that field and what can be 


expected in the future. 
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1 

2 Q. That grain in British Columbia is 

3 being carried at domestic rates, and not at Crow 

4 rates? : 

5 A. That is right. 

6 Qe If Crow rates were double, do you think 


20179 


that trucks could compete in the carriage of grain 
for export? 
A. I would not think so. 
a Now, Page 6, Paragraph 24. You states 
"It would be most valuable if the Commission 
found it+ possible to include a co-ordinated 
planning of national transport investments 
-~- investments by the Federal Government -- 
among its recommendations. Such co- 
erdination of investment policies in transport 
would have to take into accounts the interests 
and potential contribution of all means of 
transportation." 
Now, it would be quite a large order for 
any Commission to lay down a plan for investment by 
the Federal Government in all fields of transporta- 
Sion, but is that what you had in mind? 
A. Yes. I was not thinking of any particular 
one board doing that. My suggestion there is 
that I do not feel the Government should invest 
in the Trans-Canada Highway, for instance, without 
having advice from the Board of Transport Commissioners 
and sadee an interdepartmental ccaattiee of 


Government who would be able to advise them on the 
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Pecaipeuenecet the other fields, and they should 

all be considered at one time rather than deciding 
mday we need this, or we need that. We should 

be deciding a programme of what is the most urgently 
needed and a long term programme of how that is to be 
carried out. 

Qe What you are suggesting here is that this 
Commission might well consider making a recommenda- 
tion that before the Federal Government makes what 
you term "national transport investments" studies 

should be made as to the impact of such an investment 
on all forms of transport and like matters? 

A. Right. 

Qe In effect, that would mean either one 
Board or perhaps more than one board set up to 
study the whole transportation picture from the 
aspect of capital investment in transportation in 
Canada? 

A. That is right. 

Qe mn Page 7, you deal with the problem 
of subsidies and your submissions with respect 
to subsidies continue on page 8, and I only want 
to ask you one or two quegelons with respect to 
the question of subsidies. 

As I understand what you have here on that 
subject, you envisage subsidies as being for the 
relief of shippers so that amounts paid to trans- 
portation agencies are passed on to shippers in 


the form of lower rates to those shippers? 
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A. That is right. 

Q. What are your views with respect to the 
payment of awbsidies to railways to compensate the 
railways for continuing in operation unremuneraitive 
services which they must con§inue in operation 
because it is in the public interest that such 
services be continued, in spite of the fact that 
they are unremunerative? 

A. Well, I believe I have dealt with that 
in the Brief’ ;yo the extent that it must be made 
absolutely plain what the subsidy is for. It is 
for us for the purpose of doing that. It must be 
made aba&lutely plain that it is for that and not 
for the benefit of the railway and I ha¥e outlined 
the ways in which I feel the subsidy should be 


paid if it is used for that purpose. 
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Q. Iam just trying to separate the two; 

a subsidy paid direct to the railway to compensate it 

for having to carry on an unremunerative service, that 
is one, and that is a subsidy presumably paid because 

it has been determined that it is in the public interes 
to continue an unremunerative service. 

A, In other words, you are referring to 
perhaps one particular geographical area which would 
not have a ndaaey service in that area and no other 
form of transportation is available, I take it, 

Q. Yes, that would be one example, 

A, ni believe, as i say, if in Giaulares 7 
the rates had to be: put up there must be some point at 
which the rates will compensate the railway for 
running the line, | 


Q@. I am divoreing this part of my question 


abandoning a branch line and let us say it is 
determined in the public interest that that branch line 
must be maintained in spite of the fact that the 
railway is losing money on its operation. Should the 
railway, under such circumstances, be given a subsidy 
Go compensate it for having to carry on that service. 
That is apart from any question of rates or anything. 
else over that line. 

A, Well, the subsidy should be paid to the 
railroads on behalf of sue people of that area but not 
to the railroads for their sia purposes for carrying 


on the line. If they want to discontinue that line and os 


TF aie ae ar ie } *, AS Mais 
nv seeraqne of a 
ml Anioh er a at é 
se wae: woos ot ventas ets on | 


+ 


tae-tonmonaw as om 


. m or 7 


pe a) aa | Beh 
1} eenes oo Shaq) ¢foenage ty potedie 8 a at ae 
Tees i gs mh 


t etna: ore. at 2s Lael’ bootie’ 30 awea-aad & 


€ Bri 


-saivaea sv itaxemumornss’ rt diaoona 


ah 


ude itis Tat: eas wey “cnicnl metide at atti ye ey wes 


Cupw woh sana) ies ‘laden tetwod LwskG ‘eee! Reece arom Yi 
ve 4 : i; 7 ). 

pany cet) LR: Seve aand. RE ‘Soborse, Wen Wiese R ove yen) oe 
| ee Re fat 
aitss tt  sbtetitva, af teivs? roqenste Re) te, . 


ra 
y ‘, 


Lia gear 


_* - = 
a an gamete ae 
« 


a a ay bt. Se ee it Oo LL: Crea hd PY ie sonia 


, ae emf ont ea are 


~ 


t ee ee » eT UT on. Se SLT i a) On) ’ 
6 hth en Shida ae ROA nae “ ; i ihe 
WEL OLOW EL SS 2, ae. Paes Arata 


i o ad “s 
aa Gees pay heed <a 
oe : ; y 
a) 
ie bluct? l\wotie sed Ge cad Biaba wereot at ancien oi 
oo } i 


oo meats $ dows tebaG son Bae 


o Pues On Hat vse ‘oy FL Ss sacnegesi dy 


okies oe eden te petteaapl ete mere im: wie 


ot Bia od Sc coche vis ere oid: hie ibe 


Sud age tedd Yo ef [yong ets be Likeles 
4 i Ae vp) iii 
gibitiss 192 saeeR cent ie ail whe 


ay ‘ at 
sat i ‘aables sain dee ash oe th 
ava, 


- art 
Ea mat ih . + 


) Bele ‘ Maia Mis 


Me sake all fo hs 


ANGUS, STONEHOUSE @co.LTo. Browne, CYr,@xX. 20183 
TORONTO, ONTARIO (Cooper ) 


Z there are other forms of transportation then I think 
3 perhaps it should be discontinued if you wish to 
4 substitute a truck service. But, I do not think it should 


5 be paid as a subsidy to the railroad on their ov. vehalf; 


n 


it should be paid on behalf of the people in that area 


7 who will stand to benefit. It must be made quite clear 


8 why this subsidy is being paid. 
9 Q. And you are suggesting that the amount of 


10 the subsidy must be passed on to the people of that 

11 area in the form of rates reduced and so on, 

4 A, Not necessarily. That will be a question 
13 of policy. I am saying it must be made quite plain to 


14 the people of this country why that subsidy is being 


15 paid. 
16 Qi Let ws suppose it is quite plain that thi 
17 carticular subsidy is being paid to a railway because it 


18 has had to keep 2 branch line in operation at a loss on 


19 the ground that public interest demands maintenance of 
20 that branch line. Then, you would have no objection to 
21 the payment of the subsidy to the railway under those 
22 circumstances, 

23 A. Providing there was not some alternative 
24 means of transportation. 

25 | ae Regardiess of whether it was in the 


26) public interest or declared to be in the public interest 
27 to carry that branch line, the railways could not look 
28 for any subsidy. 

29 A. I do not believe under any circumstances 


30|| that one-sided subsidies shotid:ibe paid for a subsidy that 
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1 

2 is going to be paid and there is more than one form of 
3 transportation. It must be paid to all forms of 

4 transportation equally. 

5 Q. I suggest what you say would app 

6 equally to an example of attempted discontinuance by 

7 the railway of passenger services and an unsuccessful 

8 attempt by the railways to discontinue passenger 

9 services. 

10 A, Well, I do not believe that there should 
| be unsuccessful attempts. If the service is not require 


12 and it is not remunerative then it should not be carried 
13 on. 

14 Q. Well then, you cannot visualize the 

15 situation where public interest would require the carrying 
16 on of unremunerative services or branch lines by the 

| railways? 

18 A, Not as long as there is some other type 

19 ef transportation available, 

20 Qe On this problem of subsidies, again you 

21 mention on page 8 the method of payment of subsidies 


22 and you give two methods: 


23 "The first method is obviously applicable in 
24 the case of the Maritime shippers, the second 
25 | in the case of grain movements, if it is 

26 | decided that Martime Freight Rate assistance 
27 is to be continued, in accord with the 

28 conditions of Confederation, and if a subsidy 
29 on export grain movement is recommended". 


30 Assuming that a subsidy was to be paid, to whom 
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1 
2 would it be paid orf should it be paid, in your Scion 
, 3 to the Canadian Wheat Board? * 
4 A, Yes, my understanding is they are the 
5 Shipper and they could distribute that along with 
6 money they receive and a payment should be made 
7 available to all people to be shared by the Wheat 
8 Board, 
9 Q. So, it is your view that any subsidy 
10 paid for the movement of grain to export positions 
11 Should be paid to the Canadian Wheat Board? 
12 A, Yes. 
13 Oo. And the result of that would be, and 
14 you will correct me if I am wrong, that the Wheat 
15 Board would then be in a position where it would have 


shoice of shipper. 

A. Yes, that is my intention. They would 
have a choice of means of shipping and they could 
ship by whatever form of transportation might be 
available to them, 

Q. You do not think, even if the present 
rates were developed, that the trucks could enter it 
at all. 

A, I am not in a position to say what rate 
the trucks would require for that at all. 

Q. In paragraph 34 on page & you say: 

"if the disadvantages of the areas of 

Ganada which are located far from their 

markets or supply sources are to be 


diminished, the way to do it is through an 
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aggressive and planned program of cost 

cutting investments, since by this method 

the source of the problem -- high cost of 

production or distribution =- += is ascacked 
and not its manifestation. In this way the 
basic problems are solved rather than their 

Symtoms"being buried under a growing burden 

on the taxpayer's pocket," 

Could you indicate just what you mean there, 
Mr. Browne, by way of example or otherwise? Are you 
suggesting that there should be no subsidies to 
compensate for disadvantages in areas of Canada far 
from markets but there should be some system of 
capital investment for industries there, 

A, Partially that, 

Qy To make it more efficient? 

A, Also I would like to say that one type 
of subsidy that I have in mind here is the bridge 
subsidy which brings the geographic areas of Canada 
closer together. I have had many representations sinc 
being a member of parliament that while this was 
presumably all right, it also hinders other people, 

I have had many representations from the fruit 
industry in the Okanagan Valley of British Columbia 
who found markets for their fruit in the prairies and 
now have been, because of the fact of the bridge 
subsidy bringing goods to the prairie markets from 
eastern Canada, they are finding it difficult to 


compete. A subsidy of that type sometimes has an 
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effect on other markets and I think we have to be 
careful in that kind of thing that we may be able to 
help the people in these geographic areas, perhaps 
by providing capital for investment there, 

Q. What I was trying to get at, perhaps 
some specific pateeeCicnie 2 you are in the position 

to give specific suggestions,with reference to 
paragraph 34, There you merely state; 
"ee the way to do it is through an 
aggressive and planned program of cost 
cutting investments ..." 

dust what would you mean by that in svecific 
terms? I mean, for instance, the goods might well be 
able to be manufactured in those areas that are being 
transported in there and perhaps capital investment, 
capital being made for developments of that area to 
help them to manufacture their own goods instead of 
having to bring them in or produce raw materials of 
one sort or another, where will the capital come from? 

A. Perhaps from the Industrial Development 
Bank, 

Qe If it could not be made available from 
the Industrial Development Bank would you be in favour 
of payments from the federal government to carry on 
such a program? 

A. I see no real difference between a 
government guaranteed loan through a chartered bank 
and the Industrial Development Bank, I do not think 


the government would like to directly lend the money 
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there, 

Qe You would have. to satisfy the requirement 
of the Industrial Development Bank, 

A. That is right. 

Q. On page 9, paragraph 36, under the 
heading of "regulation", you say: 

"The reason for economic regulation in 

transportation is the protection of the long 

term interest of the customer," 

Now, “economic regulation" just what area are 
you taking in by that expression? I presume it goes 
beyond mere rate regulation, does it? 

A, Yes, it takes in all types of regulation 
as we have them today. I consider the whole to be --+- 

Q. On page 9 also generally under the headin 
of regulation you deal -- I cannot find the reference 
to it at the moment but I believe you do deal with the 
guestion of monopoly. As I understand it your position 
is that competitive forces should be allowed if they 
ave building up to a point where competition is 
threatened to be destroyed by monopoly. 

MR, DRYSDALE: That is paragraph 37. 

MR, COOPER: Q. Paragraph 37, subsection 2, 
You mention in paragraph 37 the general principle to 
which you previously referred and certain practical 
tests and you says 

"Does it strengthen the healthy competitive 

elements, i.e., does it encourage the growth 


of strong enterprises and protect the public 
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against the possibilities of the creation 

of unwanted monopolies?" 

Your position on this question of monopoly 
is thas there should be some authority to prevens 
a situation developing where monopoly can be imposed 
on shippers in the transportation industry? 

A, Yes, there are some areas where perhaps 
at least temporarily it may not be avoided, What I 
am referring to is a question of direct lines of the 
railways which would create a monopoly by the railway 
having both means of transportation forcing people out 
by low rates and that sort of thing where they are not 
justified and where the rates would go up again when 
the monopoly had been created, 

Qe But on that point you are not suggestin 
that the railways will be required to divest themselve 
of trucking companies which they have acquired? 

A. I think that is something that the 
Transportation Commisssion should give some thought 
to, I am not in a position to know the exact 
percentage of the trucking industry that is owned or 
controlled by the railroads but in reading through the 
Commission hearings and looking at the subsidiary 
holdings of the Canadian Pacific and from having 
served on the parliamentary committee dealing with 
government-owned railways and so on, I know the 
Canadian National Railways is now obtaining substantia 
holdings. I believe that is something the Commission 


should look into very thoroughly. 
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Q- You are merely pointing it out as an 
area of enquiry both as to ownership at the present 
time of trucking companies by the railways and as to 
possib_e further acquisitions in the future? 

A, Right. 

Q, On page 12, paragraph 48, you say: 

"Competitive rate reductions are, in general 

of benefit to the public, and are the best 

proof of the efficiency of our competitive 
system, At the same time, there is an 
inherent danger in large scale rate reductions 
made by corporations with vastly supericr 
resources. The danger, of course, is the 
elimination of the competition which forced 
these rate reductions in the first place.” 

Now, we may have touched on this before but 


I want to put this question to yous provided that the 


rates are compensatory -- I will have to come back to 
that word again -- where is the danger of which you 
speak? 


A. Weil, for instance, it limits it to 
one type of transportation, As I say, rates are only 
one factor involved but there is also time, the speed 
with which goods can be transported and that becomes 
very important in Canada particularly because of the 
fact that we have had a chronic shortage of capital 
in this country. The speed with which goods can be 
moved is very important because if they can be moved 


more quickly it means the inventories can be a great 
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deal smaller and so actually reduces the amounts of 
inventories that are required to be held in Ganada 
amounting to several hundred million dollars. The fact 
that it cam be moved quicker. All these things uust be 
taken into consideration, it is not entirely a matter of 
rates, 

Qa. But just directing one's attention solely 
to that one point, you say: 

"And at the same time, there is an inherent 

danger in large scale rate reductions made by 

corporations with vastly superior resources," 

I am saying that if these rates are compensator 
and they offer the lowest rate for a shipper to move his 
goods then what is the danger in allowing this rate to 
Ghe general economy of the country? 

A, I think in my reference I was not saying 
there was a danger in that kind of rate reflection. The 
danger I was referring was danger of where a concern with 
large financial resources is making an unwarranted or 
unjustified reduction. 

Q. But, do you consider that the present 
provision of the Railway Act guardsagainst the danger of 
an unwarranted or unjustified reduction in that railways 
must establish that the rates are compensatory. Is that 
not a sufficient test? 

A, No, I do not think so, because I do not 
think, from the evidence that I have read before other 
hearings, the Board very very seldom has ever entered 


into whether or not the rate is compensatory. The 
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railway has, on very few occasions, been asked to 
prove that a rate is egmiewsatens:. secondly, as I 
say, there is no absolute definition of what is 
compensatory to begin with and I feel that is not 
sufficient protection. 

Q. What protection are you then suggesting? 

a Well, I believe that the Board has to 
get a better test for compensatory rates. Perhaps 
they might need a larger staff to handle it, .I think 
I have a Pehaats here that perhaps will -= some 
evidence that came before the committee on railways, 
canals and telegraph lines, I think in 1955, dealing 
with this point. This is the standing committee on 
railways, canals and telegraph lines, the ninetet of 
proceedings and evidence No, 10 and it is for Tuesday, 
June 28, 1955. The evidence, I might say, in here 
was taken from a previous hearing held before the 
Board of Transport Commissioners. However, this is the 
evidence as is found at page 380 and this is dealing 
with the number of times that railways siantie been asked 
&£o show that that their rates are not compensatory 


and how that has been done, 
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It is rather difficult to find that place without taking 
up too much time of the Commission, The general trend 
of questioning had been going along as to when the 
railways had been asked ~-- the Commission askec: 
"Phe Commissioner: Q. Mr. Edsforth, are you 
often called upon to do that? 
Ry We have not been so far, My Lord, very 
many times, but the requirement is still 
there and we must bear it in mind when making 
a rate. 
"Me, Humes Q. May I just follow that up by 
asking you, of the 11,828 competitive rates 
put in the first four months of this year, 
were you asked to comply with that, to do that 
in any one of those, that you remember? 
A, I do not recall any specific instance, 
Mr. Hume, except that I do think the Board has 
asked us on one or two occasions to give them 
certain information on our rates, 
Qe And you have 1 million 200 thousand rates 
so one or two instances are not a very severe 
regulation? 
A, Well, of course, it is always there and 
may be applied at any time, 
a. But it is not so severe? 
ip) ene 
There is quite a considerable amount of 
testimony on that point, but I think it is an 


indication that although the requirement is there it is 
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something that is very difficult for the Board to 
determine -- what is a compensatory rate, There is no 
real definition of it, and I do not think it offers 
protection as it is at the present time. 

Q. What do you think should be done to offer 
protection? 

A, Well, I believe in the first instance 
we need to determine what a compensatory rate is; and, 
secondly, to see it is enforced, 

Q. What specific suggestions would you have 
as to seeing that it is enforced? | 

A, I believe if the Board had a proper 
definition they would then be in a better position to 
enforce that, and perhaps the major thing is that we 
need to determine what is a compensatory rate and ee it 
Should be arrived at. 

Qs Are you suggesting before the railway put 
in any rate it cate establish to the Board that it is 
compensatory before it is allowed to out in a rate at 
Oe 

A, No, I am not suggesting that. I do as 
believe the railway should be-held up from putting in 
rates by any means, but I do believe from the evidenée 
I have just quoted that with the number of rates made 
there is really no consideration of them at the present 
time as to whether they are Lav ee or not, 

Q. You consider, ae that section 334 as 
to compensatory rate is something, which, in auc is 


not given much attention to, if any attention? 
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1 

2 A, That is right. 

3 a: On page 13, paragraph 51, you state; 

4 "At the same time the subject of agreed charge 
5 and competitive rates and their effect on 

6 different regions, classes of customers, and 

7 eer ee industries should be periodically a 
8 viewed %as to provide the government and the 
9 Board with current guidance as to the impact 
10 of these rate policies on the transport 

11 industries and national economy, and thus 

12 assist in making changes in the regulatory 

13 policy as required." 

14 What board should conduct any such periodical 
15 review? 

16 A, Well, as I have said to the Commission, 
17 in setting up a Board it would depend on the nature of 
18 the Board ee er the whole of transportation. If 

19 the trucking industry were brought within the bounds 

20 of the Board of Transport Commissioners, then it would 
21 be that body. 

22 Oy Then, you would put on the Board of 

23 Transport Commissioners the job of periodical review 

24 of all agreed charges and competitive rates? IT am 

25 suggesting, Mr. Browne, and you will correct me if you 


26 consider that I am wrong, that this would have the 

27 effect of converting or enlarging the functions of the 
28 Board of Transport Commissioners into an economic 

29 planning board? 


30 A, It would certainly enlarge the functions 
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of that board if all of these things are transferred 
to them, I am not necessarily saying that everything 
must go to them, I say whatever board is decided upon 
to control these various aspects, then it must de 
brought before the proper regulatory board. It may be 
the Board of Transport Commissioners, but not necessarilly. 
If they were having too much to do =-- 

Q No matter what board it went before, 
that board would become an economic planning board, 
would it not? 

As I do not know just exactly what you mean. 

Qa They would have to look into agreed charges 
and competitive rates that form a very large proportion 
now of the rates established by the railways, and they 
would have to consider the impact of those agreed charges 
and competitive rates on the whole economy of the 
country, really? 

A, Yes, but --- 

Q. As I read your paragraph? 

A, Yes, but I am not saying they should 
have the power to change those things necessarily, but 
to make that information available. 

Q. Do you think, Mr. Browne, that this 
dexro gates from the principle of a competitive free 
enterprise system -- this setting up of a board to 
look into all these rates and determine their impact 
upon the various segments of the economy, and, in fact, 
upon the economy as a whole? 


A, No, I do not believe it derogates from 
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free enterprise, The United States has for many years 
had a great deal closer regulation -- I am referring 
particularly to western Canada; my own firm hauls into 
the state of Washington end we are controlled there by 
the Interstate Commerce Commission, and in comparing 
that with the type of regulation in Canada, there is a 
great deal more of it, but I do not find it brings abou 
any less competition in that area, 

Qs Throughout your submission, Mr. Browne, 
you have referred, as I understand it, only to the 
for ‘hire © brucking industry? 

A. That is right. 

Qe There is a large segment of the trucking 
industry today, is there not, consisting of the private 
Srucking segment ee industry? 

A, Yes, I do not think there is: too much 
private trucking of an inter-provineial ares that would 
come within the scope of the federal government. Where 
it would come within their jurisdiction they should be 
subject to the same control as other forms of transport 

Qe But there would be a very considerable 
movement of goods by private firms owning their own 
trucks which would not be caught py any regulations 
you have suggested? 

A, Of course, there are provincial boards 
to deal with the intra-provincial operations which 
would still be in effect regardless of anything the 
federal parliament would do. 


o. Are you suggesting with respect to 
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intra-provincial movements that rates should be set and 
controlled by provincial boards? 

A, Yes, I believe they should be, 

Qa. There should be rate control in é4ii 
provinces with respect to these intra-provincial 
movements? 

A, I am hardly in a position to tell all of 
the provinces what to do. I might advocate the province 
of British Columbia should do something. I would 
hesitate to take on the task of telling the others what 
to do. 

Qe But you are in a position to express your 
opinion? 

A. Yes, I am a firm believer in rate controls|, 

aR And you consider that does not derogate 
in any way from the competitive field? 

AS When I say "rate controls" I mean maximum 
rate controls, not to set the actual rate that can be 
charged. 

MR, COOPER: Thank you, that is all I have. 

THE CHAIRMAN: Mr. Brazier? 

MR, BRAZIER: I have no questions, Mr. Chairman 
of Mr. Browne, but as counsel for the province of British 
Columbia I did want to state how I delighted I was that 
Mr. Browne saw fit to take time out of his busy schedule 
to come before this Commission and present his views on 
a very important aspect of the transportation problem 
with which the Commission is dealing. It is a further 


source of satisfaction that he chose as his counsel Mr. 
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Drysdale who was at one time associated with me in the 
practice of law and I can see Mr. Drysdale, in his usual 
way, has done his homework before coming here and read 
many of the transcripts. 

THE CHAIRMAN: I think I said to you you were 
the first members of the House of Commons we had seen, 
but at Port Arthur we had Mr. Fisher and Mr, Badanai 


come before us. However, you are the first here. 


--- Luncheon adjournment -- 
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1 
2 ---On commencing at 2 p.m. 
3 THE CHAIRMAN: Order, please. Mr. Macdougall? 
4 MR. MACDOUGALL§ Thank you, Mr. Chairman. 


5 CROSS-EXAMINATION BY MR. MACDOUGALL: 

6 Qe Mr. Browne, my name is Graham Macdougall, 
7 appearing for Canadian Natibnal etinias and if 

8 you would be good enough, I have a few questions 

9 here I would like to ask you about your brief. 

10 You speak on the second page, in Paragraph 

11 7, -as teliews : 

12 "These benefits..." 

13 And you have been talking about the benefits 


14 of service and competition which the trucking 


15 industry have brought to the nation's consumers and 
16 producers. 

17 "These benefits can only continue and be 

18 Mr «6. eXtended if the trucking industry continues 
19 to expand and if the independent trucking 
20 infustry exists." 

1 Are you aware, Mr. Browne, that appearing 


22 before this Commission the President of the Canadian 
23 National Réilways, Mr. Gordon, and also the Vice- 

24 President of Graffic, Mr. Hart, made very positive 
25 statements to the effect that Canadian National 

26 had no interest nor intention of endeavouring to 

27 extinguish the trucking industry or endeavouring 

28 to beat the trucking industry; that their sole 

29 interest was developing a trucking arm which, 


30 with its rail enterprise, would enable it to compete 
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not only with its major competitor, Canadian Pacific, 
which company has substantial highway services, 

but with the trucking industry as a whole. 

Were yo"l aware those statements had been made? 

A. No, I was not aware of those statements. 
I might say, however, -- | 

MR. DRYSDALE: Do you have the reference 
there? 

MR. MACDOUGALL: I have not the reference 
specifically. I could get it for you. 

THE WITNESS: I might say that my feeling 
is whatever the intention was, that when Mr. Gordon 
was before the Parliamentary Committee, the Se$sional 
Committee on Railways Canals and telegraph lines. 
last year, there was some questioning on this 
particular point, and the part that bothered some 
of the Members of the Committee at that time 
was that if that statement were true, that the 
type of trucking firms that the Canadian National 
Railways were purchasing were really entirely 
separate from the railroad and were not to be 
run in conjunction with the railway but were 
competing lines, and in some instances long distance 
haulers, and that did not seem to fit in with 
that kind of statement. 

Qe Did you recall his statement before 
that forum to the effect he was not interested 
in endeavouring to extinguish the trucking industry? 


A. TI have no doubt that he would not have 
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that particular purpose in mind, but I am not convinced 
that the results would -nothawa that effect. 

Q. You think the motives are perfectly 
all right, but you have some fear that the resuis 
of the action might not be as intended? Is that 
your point? | 

Ao That is right. 

Q. Now, just on that point, Mr. Browne, 
the Canadian Pacific has \pad trucking subsidiaries 
and trucking epeilations for a long while. 

You are aware of that -- in Western Canada? 

A. Yes. 

Qe Have you seen any indication of 
these fears that you speak of in connection with 
Canadian Pacific's truck operation in Western 
Canada? 

A. I believe one cannot take just one 
or the other. But, taking the whole, with the 
number of large trucking firms in Canada at the 
present time, and with the number that I know of 
that the two railroads own or econtrol at the present 
time, I believe that danger does exist. 

Q. You do not point particu@arly to any « ~.°<h 
evidence of: thiistrehinttmeat ing hf the’ chideperdent: trucking 
industry on the records of the Canadian Pacific's 
operation in Western Canada in the last five or 
ten years? 

A. Well, I say this, that whenever any 


large firm, which it would take a long time to 
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duplicate the services of that firm, that it must 
lessen competition to some extent, because I do 

not believe that a subsidiary company or a wholly 
owned company can force competitive rate adjustments 
that would be done by an independent company. 

Q- Can you give us any examples that 
show these €or@es you are speaking of at the moment 
eliminating the independent trucking industry? 

Has there been any evidence that that is taking 
place up to the present time in Canada? 

A. The evidence is that the Canadian 
Pacific Railway and the dawedi an National Railway 
have acguired a large number of trucking firms 
and these trucking firms are not now, in my 
opinion, independent firms and therefore, while 
they have not eliminated the 4ndependent firms, 
there certainly is a lessening of the number of 
them. 

Qe Do you know of any adverse effect 
that those acquisitions have had on the independent 
truckers? 

A. I think at the moment they are 
all competing with otherstrucking firms, but the 
pelivy would bound to be subjected to the control 
of the owners of that company. 

Qe I think it is fair to say that the 
company which owns a trucking company or controls 
it will have some effect on its policy, but 


I am interested in the independent trucking industry 
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ANGUS, STONEHOUSE & CO. LTD. (Macdougall) 
TORONTO, ONTARIO 


if 
which you have spoken of here which is a f¥shely large 
body of trucking operations both in Wastern Canada 


and Eastern Canada. 

I wonder(4f you could point to any particular 
facts that would indicate that any situation has 
developed which indicates that ue independence 
of the trucking industry is being seriously threatened? 

A. In my opinion, it is being threatened 
every time one is purchased. Under the licencing 
set-up we have now, a trucking firm in each province, 
or most of them, must prove public necessity and 
convenience. When a railroad buys out an operating 
independent trucking company, it would be most 
unlikely it would duplicate it; that another 
licence would be granted to carry the same territory, 
and there is that much less segment of trucking 
in the area. 

Qe Let me get this clear. You say 
if a railroad company buys out an independent truck 
ing enterprise there would be a duplicate trucking 
licence. 

A. I say it would be most unitkely 
there would be, and therefore the competition is 
not replaced. 

Q. But as far as the public is concerned, 
just because a trucking company is owned by a 
railway, as long as it is there on its franchise 
rights, competing with other truckers on the same 


routes, is the competition by truck not still 
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there for the public? 

A. Well, it depends on the circumstances. 
I would have to have a particular instance. 

Qe Take a province where there is 
rate control. The rates of that trucker that is 
owned by the railway will be sunteet ied the same 
as any other independent trucker. They will be 
competing one with the other. What difference 
would you envisage as far as the public is concerned? 

: I would feel thare would be a 
possibility of unfair competition becdyse of the 
vast financial resources of the railroad being 
used in that trucking firm in competition with 
others, particularly if the railroad were being 
subsidized. 

Q. How would you see these vast regources 
being used? 

A. Well, perhaps in unwarranted rate 
reductions. 

Q. How far can you, under a regulated 
truck system, reduce freight rates by truck? 

A, Well, mainly the rate controls are 
maximum @@ntrols, and the rate itself is not con- 
trolled except up to a maximum. 

Qe There is no control on the truckers 
as to going below their variable cost? 

A. No, there is no limitation on minimum 
rates. 


Q- They could cut the rates as low as they 
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TORONTO, ONTARIO 


want to. You recognize there is regulation dealing 
with railways that pervent them from going below 
their variable cost? 

Ae Yes, and I believe that that should 
apply to the trucking industry. 

Q. You would object, I presume, on that 
premise, to the practi€e which is used today in 
the trucking industzy of what we call back~haul 
rates, which is carrying traffic for gasoline money, 
or something of that kind, at a very low rate. = Beuause | 
they have a good revenue return on the shipment 
in one direction they would take a commodity just 
to fill out on the back-haul for much less than the 
going rate for that traffic? 

A. I do not believe goods should be 
hauled at uneconomical rates. 

Qe You believe that carriers should carry 
the traffic at economic rates to return them at 
‘least variable cost and if they can full cost? 

Ae TI am not willing to support variable 
cost. It must return all their costs on that service 
they are providing. 

Q. Do you think it is possible for a 
carrier, either wy rail or by road, to in every 
case obtain the full cost of transportation -- that 
is, the variable cost plus the full portion of 
the constant cost for the handling of that traffic 
for each segment of the traffic? 
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TORONTO, ONTARIO (Macdougall ) 
1 
2 present way of arriving at compensatory rates or 
3 costs in connection with these things is a satisfactory 
4 one, and that we need a better system for determining 
5 that. 
6 Qe De you offer some advice to the 
7 Commission as to what the alternative to the presently 
8 known definition of compensatory rates might be? 
9 And the present definition of a compensatory rate 
10 is variable cost plus some contribution to overhead. 
11 Hare you something that you can offer in substitution 


12 for that? 

13 A. No, I have not. 

14 Qe. You feel, then, that basically in 
15 rate making, both rail and truck, that there is 
16 a distinct element of value of service in rate 


17 making that while neither medium should try to 


18 exact unrealistically high tolis, nevertheless, 
19 they should endeavour to get pretty much whatever 
20 the shipper is willing to pay for the movement of 


A his goods? Is that your feeling? 
22 A. My feeling is that the competition 


23 will bring the price down; will keep the costs : 


24 dewn to a reasonable level, and they won't be able 
a to get too much over their proper profit. 

26 | THE CHAIRMAN: I think we should know what 
27 Me. Browne means by all-costs. You have used that 
28 term. 

29 THE WITNESS: Well, I think I used as an 


30 example earlier that my own experience in the trucking 
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1 
2 industry is this, that people will say, "Now, I have 
3 to pay certain licence fees and I have to pay 
a certain insurance fees, and I have certain overhead 
5 expenses". And then, they say, "If I do one particular 
6 job, those expenses are going to go on whether I 
7 do that one job or whether I do ae do that job". 
8 I say, therefore, they are not taking into 
9 consideration all of their costs. If they do not 
10 take into consideration all of those factors and 
11 apply it to each individual job, I say I believe 
12 that is an unsownd policy over a long period of 
13 time; that you cannot go on on that basis; ghat 
14 you must take into consideration all of those costs. 
15 THE CHAIRMAN: What gbout investment? 
16 THE WITNESS: Yes, and your investment. 
| In other words, capital costs money and one must 
18 take that into consideration. I say every cost 
19 that is incurred must be taken into consideration. 


20 And, in the case of the trucking industry, it comes 


21 down to the miles travelled or some basis of that 

22 nature -- whatever you want to use -- but you 

23 cannot disregard certain costs and say they are 

24 going to go on "whether I move this traffic or 

25 | not". 

26 | I believe there is an element of that, 

27 and I certainly do not deny it has been done in the 
28 trucking industry, and I believe it is done in 

29 the railroad industry, and I believe it is an unsound 


30 principle. 
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MR. MACDOUGALL: Q. This Commission has 
heard a good deal gbout costing, Mr. Browne, and 
have a lot of testimony in that regard. And, 


just to speak again of this point you are rafitiks 


when the phrase is used "variable cost plus some 
contribution to overhead; what is meant is all 

the cost that vary with the handling of the traffic 
on a long term basis; which, looking at it from 
the point of view of a number of years, means more 
than just the actual costs incurred today, but 
includes interest and depreciation -=- and such 
depreciation may vary on a long term basis on 
certain traffic. 

And, as I understand your answer to the 
chairman , you would say that all costs would include 
these portions of investment and interest and 
depreciatitn which varied on a long term bagis 
with the handling of a certain body of traffic? 

A. Yes. 

Q. I think probably when you use the 
term "all eosts", you are @#eally saying the same 
thing -- long term variable costs plus a contribution 
to overhead? 

A. That may be. I think I have said 
all that I could say on the point, and I think 
my views now are clearly on the record on that 
peint. 

Q. The point is this, though. If you 


have certain traffic which -- say, sand and gravel 
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is an example of low-rated traffic on the railroad -- 
I suggest to you if the railroad was to attempt 

to get its all-inclusive costs from sand and gravel 
probably it would not move any sand and gravel 

and also you would probably agree that the trucker 
has shown no interest in moving sand and gravel 
except in very short hauls. I would ask you if 

we were to look for all-inclusive or fully distributed 
costs -- that is, complete cest, all cost -- from 
each segment of traffic, what would we do with things 
like sand and gravel? 

A. I would enly say this. That this 
becomes a very important aspect of national policy, 
because if you are going to haul some product at 
an uneconomical rate and lower than your cost of 
hauling them, oliviously somebody else is going to 
have to pay that cost. 

In this day, where we need to export from 
this country, an industry may be taking products -- 
such as our lumber industry, which is a huge export 
industry; they may have to pay more because we 
are hauling something at a too low rate If something 
has to be done for those. industries which. cannot 
pay, it should be a matter for Government policy; 
it should not be a matter for the railroads to 
be able to decide that. It is too important an 
aspect of cur national poliey to be decided entirely 
by the railroads. 


Qe You do not see aanything bascially wrong 
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with there being a certain amount of cross-subsidizatse 
between various items of traffic handled by the 
railroad as long as they get their long term variable 
cost plus a contribution to overhead? 
A. I do not think one industry should 
be subsidizing another, at eked sn oet the public 
realizing it and without all the aspects of our 
economy considered. I do not think that is a job 
for the railroad. 
Qe You have no suggestions as to 
how we might find out how this is happening? 
A. My feeling is that if a proper basis 
is established so that the Board can determine what 
the costs are of hauling the various commodities 
then they will be in a position to know what is 
being charged and what subsidization is going on 
and whether or not a change should be made. 
Qe What you are really saying is you 
think we should have more information about the costs 
of moving traffic, so the Board would have more 
information before it to decide dmestions® of this kind? 
A. I think it is too important an aspect 
of our national policy to be decided by the railroads 
alone. It is really a matter of Government policy 
as to whether one industry should subsidjzesamother. 
Qe You speak on page 3 in paragraph le -- 
you say: 
"No longer can the industry..<" 


Which is the trucking industry -- 
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TORONTO, ONTARIO 


"No longer can the industry be assumed to 
have a local or regional character ". 

Do I understand your position on the trucking 
industry to be basically it is competitive with 
other’ trucks and with rails, -waher, and other forms 
of transportatign gemgrally throughout the whole 
of Canada? 

A. It is potentially competitive on that 
basis. 

Qe In many areas, I would suggest to 
you it is actually competitive as well as potentially? 
Is that not so? 

A. Yes, over the greater part of the 
area, and over the very greater number of commodities, 
I would say that is true. 

Q. For instance, in the movement between 
major centers in Canada, I think it is fair to 
say it is completely competitive between rail and 
highway carriers today? 

A. Yes, except that I believe that 
trucking has been retarded in some areas, particuarly 
she Maritimes because of the Maritime Freight Rates 
Act. 

Q. I see. Because of some Government 
policy with respect to subsidization of a certain 
element of the public, you feel there has been 
some retarding of the trucking industry? 

A. I am not objecting to the public being 


subsidized. What I am objecting to is the railroad 
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being subsidized, or one chosen form of transportation 
being subsidized. 

Qo Do you think that the Maritime Freight 
Rates Act is a subsidy to the railways? 

Ae It has that effect. 

Qe I am sure the people of the Maritimes 
think it is a subsidy to enable them to bring their 
goods inte the central Canadian market? 

Ae It eliminates their choice of a means 
of transportation. Where there is no choice of 
transportation, and there is no competition, a 
subsidy can well be paid on an uncompetitive rate 
and not really be a reduction. If competition 
exists in the first place, and the rates are brought 
down to the lowest possible level of competition, 
and then a subsidy is applied equally to all forms 
of t®anspertation, then a genuine rate reduction 
is applied. 

Q. Suppose you do get your rates reduced 
to this level which you speak of by competition, 
but one carrier is very close to us and his cost 
level is at the point where if he goes much lower 
he will go ous of business, but the other has a 
considerable distance to go down before he goes 
out of business. Do you not think a payment of 
subsidy in that situation is just subsidizing the 
high cost carrier and the preferable thing to do 
would be to allow competition to apply to the point 


where the carrier with the lowest cost structure 
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2 would eventually get the traffic? 


3 A. Iam noe suggesting we sulmmadiize the 
4 carrier. I am suggesting we subsidize the shipper 

5 so he can use the means of transportation. Whe sher 
6 or not the subsidy is actually paid to the carrier 

7 is immaterial. The subsidy would be paid on behalf 
8 of the area or the people of that district that were 


9 wanting to subsidize it. 


10 Q. I am suggesting to you on the illustratio 
11 you gave“there, if you allowed a subsidy there 

12 you would be allowing the high cost carrier to 

13 continue in business at rates below his cost level 


14 and it would be kept there by his subsidy? 


15 fs I do not agree with that. 

16 Q. You are not suggesting that the 

17 people of the Maritimes would prefer just to have 
18 a straight competitive situation and do away with 
19 the Mardtimes Preight Rates Act; are you? 

20 Re No, I do not think anybody would wish 
21 to do away with any subsidy which they are receiving. 
22 
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Q. However, on that same page 3 you speak 
about the guiding principles: 

"The same guiding principles should be 

followed in our treatment of highway 

transportation, railways, commercial aviation 
or pipelines." 

Do I understand by that you are suggesting 
that the rules of the Commission, whatever they may be, 
should be the same for all these various carriers? 

A, Yes, I mean there should be no chosen 
instruments and there should be the same regulations for 
all forms of transportation, 

@. Do you know. today) whethern or ‘notin the 
trucking industry, for instance, the rates that are in 
effeet are always published rates, they are known to the 
Shipper and the people of Canada in the trucking industr 
and the area in-which the truck is operating? 

A, No, there is not that regulation in every 
province. My own province of British Columbia the 
trucking industry is fairly well onion adj however, 
that is not true in all provinces and that is the reason 
I suggest it should come under a federal board. 

Q. So you would have them in the same 
position as the railways that the rates would be 
published, the trucking rates would be published and 
they would not go below the cost floor, whatever the 
regulatory board should say, variable cost and something 
to overhead and the rates should not be lower than 


necessary to meet competition. 
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aS No, the technical details are something 
that the Board would have to work out. Certainly I 
think they should be subject to rate control but just 
what form that should take I am not ready to speak of 
in detail, 

Q. At the present time the railways are 
under law required to have their rates compensatory as 
may be decided by the transportation Board and the 
rates should not be lower than necessary to meet 
competition, That is the requirement of the law as far 
as railways are concerned and I am wondering -- I just 
fail to see the fears that you express when the railway 
industry is controlled in that way and the trucking 
industry is not so controlled that the trucking 
industry is at such a disadvantage. 

A, I do not think there should be any 
distinction between the eeiwesae I am not saying the 
present system is the best, that is something for the 
Board to consider when they have the whole of the 
industry to control. I am not satisfied that the presen 
determination of what is compensatory is right. I do 
not think there is enough consideration being given to 
whether or not rates are compensatory. I do not think 
"Neompensatory"is defined properly and I do not think ther 
are steps being taken to find out, 

Q. Well, you are not suggesting, Mr. Browne, 
that the railroads make no effort to find out whether 
the rates are compensatory, do you? 


A, No, I am certainly not suggesting that. 
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The railroads may decide to do something at less than 
a compensatory rate and I have no way of knowing. 

Q. You do not know that they have ever done 
that, do you? 

A, It would be a matter of opinion and I do 
not think there would be, any point in expressing an 
opinion. 

a. I am just trying to get to the basis 
10 for your statement which is basically directed towards 
the interest of the trucking industry and the rail 
industry and the competitive forces which apply between 
the two and the regulation which should apply to both, 
The railroads are under an obligation by law to have 
the rate on a compensatory basis and not lower than to 
meet competition. I want to know whether you have any 
knowledge that the railways have not lived up to this 
legal obligation. 

A, No. I have had information supplied to 
me by people in the trucking industry but whether their 
figures are accurate or not I do not know, If these 
figures Mad been submitted by an economist who had 
studied these figures it would indicate to me that some 
of these rates are at less than a compensatory level. 


However, I am not in a position to substantiate them 


1 
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4 
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26 | and that is why I say it would only be a matter of 


27 opinion, 
28 Q. And when you say your opinion is that 
29 these rates are less than at the compensatory level, 


30 are you speaking now of variable costs? 
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TORONTO, ONTARIO (Macdougall) 
1 

a A, Yes, as they have been determined so far 

3 as the rate is concerned, 

4 Q. But you have no detailed knowledge you 

a can give the Commission on that point? 

6 A, No. I have had certain information suppliied 
7 to me but I would not want to stand behind their 


8 authenticity. If the Board was interested I could bring 
9 it before them for their consideration, I am not sure 
10 whether they have as much or more information than I 


11 have on that subject. 


12 Qe { am sure that probably the information 
13 that you have would be in the hands of the shippers 

14 whose traffic would be moving under those rates or 

15 their competitors? 

16 RG T do not know whether the shipper is 

Wf interested in whether a rate is compensatory of not. 

18 A shipper is interested in the lowest rate and I do 

19 not think he would have any interest in that aspect of 
20 Lt. 

EA Q. In any event, you agree with the general 


22 proposition that the regulations as they apply presently 
23 to the railway companies concerning the compensatory 
24 nature of the rates is a quite unrealistic or 


25 unreasonable rule and that it showl# apply to’ dlt 


26 transportation industries in Canada? 
27 A. Yes. I do not say the exact working of 
28 the thing is what I agree with but I certainly agree 


29 with the intent. 


30 Q, And you agree with the general 
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proposition that in the general search for business 
by the different transportation media in what we call 
the competitive area, there should be free competition 
Go compece between the highways, railways and otner 
earriers? 

A, Yes. 

Qe Now, the Canadian Nationalms proposed 
to this Commission that in that competitive area that 
the regulation required should be of the minimum nature 
to keep competition as free as possible and that the 
public would be well protected if particular attention 
was obtained by a regulatory board to the non-competitiv 
rates to be sure we are competitive and do not hold the 
rates down, that the rates are fair and reasonable in 
the non-competitive area, I am asking you whether you 
would agree with that general proposition? 

A, Well, as a general principle I would say 
I agree with the last regulation, we have to have it 
consistent with the public interest, 

Q. Now, at the top of page 4, you state: 

"Monopolies can be established either through 

purchases of competing firms or through rate 

practices which lead to elimination of 
competition. The application of this 
principle requires national control over the 
acquisition of transportation firms by firms 
established in other transportation industries 
and also the right of one transportation 


industry to intervene in cases where the rates 
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established by his competitor may lead to 

elimination or weakening of the competition." 

I heard you this morning in talking to Mr, 
Cooper expressing some fears, expressing the possibility 
of recreating monopoly and you would not agree with him 
that the actual day of monopoly in transportation passed 
when Canada had a network of highways from coast to 
coast so trucks could operate moving between the major 
centers, 

MR, DRYSDALE: Perhaps, Mr. Macdougall, you 
could define "monopoly", because I believe Mr, Hart 
refers to a "functional monopoly"? 

MR, MACDOUGALL: Q. I am talking about 
earrier competition in respect of hile aie Wien you 
speak of carriers you are talking of one carrier, say 
the railroad, gaining control of the transportation of 
goods in a certain area. I suggest to you that with 
the advent of the highway that you have carrier 
competition by highway, either actual or potential, 
throughout the length and breadth of Canada and I 
wondered how you could possibly think of a monopoly 
peing created by the railroad in those circumstances? 

A, T have already pointed out the example 
of the Maritimes where trucking is behind the rest of 
the country, in my opinion, because of the impact of 
the Maritime Freight Rate Act and I say it could happen 
across the rest of the country and I think it can happen 
if the railways are allowed to go on without any 


restriction in purchasing truck lines. 


Ps be ‘¢ * ined vie. tod hes 


we 
: ewe teeqwos of? 


y 


? id ‘sy 

. ee Aieeh ah) ied 

| ny at oe satshtin® | et srcbrven tite ‘- al 
ie h Z 


eS 
re 
eh es 
he, ) fed eps 
[wid aiiw. setgs Jon bioow we ‘Beat yloqeaoe aabiee eroat Ye o 


\ 
‘ : u ys f 


lheaneeq mcivsinoqator ot Lieqenon %0 “nb tout ot coe 


ys) pretceeud ott aniee S1Ixe ane wee a 


i aE 


ov fenoo mort syautigia Wo, montoa 4 ad ebensa pe 
: Me “The 


nolan sd neswied )galvod ebareno dutuen ax ome ‘oi oo on 


a 1 iy : 


cwepetnes 


— 


i i 
ee -- Nis iy iy 
We LG Mae ean 
‘ ’ vy * i he yy ae a ; Tat, on a 
} my) ies oat > UR + Bed a SP 


no tt Rb epaatiga ee: Sohunao — 


: Sta) ae i 
yeu ,wefatoo one Yo pele? 948 woy eteteree: To aesae 
? ‘ ~~ , i oD 
* LG 

7 ‘A 


, prlk 2 ides - a ‘ A 
hom ceinng eet: Ke rine gclaiog) per ikas ote, 
A . Ri 
: P 5 oy . . > an S . i a ' 
{ aw ¥ j € d ae rel) f, Wh \, » , 9 o 7 A ' wy ait ££ mt GMM I2 \ 


. . 
ee ole ; , =e 7 Ae ee - de) i I i nn ney ye “ae.” we 
sofeuead eed coy Tae ewe id: ext ter neem eet. 


Na ee ms pe a eR eh ls ame I 
5 
3s 
_ 
= 
> 
as 
“ 
= 
-_ 
P= 
= 
aed 
m3 
> 


i 


“linetuoa +o leotvee watteio: (yeweantn wu ioe tteq WOOD.” 


| we dia eigiie: xi 


oa 
we 
— 


ot. \) aa ee ae ee 
£0? AS a pad me j fe 


ies Seow mf Det teu ads wd) Begeats 
G 800 .bsiaiag theese vrei. Tf aie HC 
at? batsded ef pmoaltoutt? erecte: 6 orate) Cut oa. 


mi. -t %o savesed. -metetgo or ot | octaoee 


¥ p di ith Ci 


ANGUS, STONEHOUSE & CO. LTD. Browne, cr.ex. 20221 
TORONTO, ONTARIO (Macdougall ) 


Q. Have you the idea in mind that the 
railways are going to endeavour, by purchasing of the 
truck lines in Canada, to create a monopoly? In other 
words, knowingly or inadvertently? 

Ag I am not in a position to assess the 
methods of the railway. I am only saying what is 
happening. 

Q. Take the Canadian Pacific, for instance, 
the evidence is fairly clear that the Canadian Pacific 
has no particular design at the moment for the purchase 
of any other highway enterprises. That came from their 
vice-president not so long ago, The Canadian National 
information to the Commission is to the effect that it 
is endeavouring to build up a trucking arm subsidiary 
to the rail enterprise and that it has agauired most 
companies it is concerned in but there are a number 
of others to be filled out in a network across Canada, 
However, they are not interested in acquiring trucks 
just because they are competitors, Is your submission 

esigned to disprove that, that there is some design 
on the part of the railways to create a monopoly? 

A, What I am saying is, I believe the 
railways have a legitimate interest in providing a 
truck line that is running in place of a branch line 
or where it is more economic to run by truck and road. 
But, when they set out to get a general network of 
trucks and rail across the country, they are getting 
into a different position of lessening the competition. 


Ve So your objection is to the railways 
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getting into the long haul movement but you do not 
object to them acquiring truck lines to act as 
subsidiaries to rail? 

A, Where there are definite advantages 
where they are not speaking of management of a trucking 
industry to the railroad. 

Q. In long haul, the transcontinental field, 
there are many commodities which lend themselves 
admirably to long haul movement by truek either si 
from the point of view of special service characteristics 
that may be inherent in the trucking operation or for 
some other reason. You are aware of that? 

A, Yes. 

Q. Does it not seem reasonable to you that 
the railway companies as a transportation enterprise 
might say that there is a certain portion of the market 
which is entirely directed to the long haul trucking 
business if they are going to ever acquire a fully 
integrated transportation system byt they should not 
go into the long haul movement to share in that form of 
traffic which would not come to them in any other way? 

a. I am not saying they should not share 
in it, but I believe the share is too big at this 
time and there is every indication that it will grow. 

OQ. You do not object to that share of 
the long haul traffic but you do not want them to get 
too large a share? 

A, That is right. 


Q. I would also understand that you are in 
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favour of the Canadian National Railway enterprise being 
as healthy as possible, in fact, anything. done to al 
prove its financial position you would be in favour of 

as long as it is fair and equitable. 

A, I would not say "in fact", I would have 
to know what you had in mind before I make any comment 
on that. 

Q. That is too broad a statement for you? 

: Just on this point, it has interested me 
to look on the facts which I think are fairly well 
known. They were put before this Commission, exhibit 
48, inter-city revenue ton miles of freight in Canada 
and these facts that we refer to here are matters of 
general knowledge as well ad that is the general 
transportation market, that is the volume of goods 
moving in Canada over the last ten years, 1948 to 1958 
have been expanding, that the railroads' share have been 
diminishing and the pipeline share has been much 
increased and the highway transportation has been much 
increased. So, looking at the results of the last ten 
years of the ability of the trucking industry to obtain 
business, I suggest to you that despite ny things as 
you have been speaking of and speak of in your brief, 
the rate practices of the railway, and in later years 
the acquisition of highway enterprises by the railways, 
that the trucking industry has been growing very quickl 
in Canada the last ten years, is that not correct? 

A, I presume that those figures you are 


quoting also take into consideration the amount of good 
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that are carried by the railways own truck lines? 

Q. Yes, I think the D.B.S. figures take 
into account all traffic moved whether by rail or by 
independent trucker, 

A, I would agree that the trucking industry 
was growing but that does not necessarily mean that the 
independent trucking industry was growing. 

Q. Well, the trucking industry has been 
growing rather considerably in the last few months? 

A, Yes, including the railway trucking 
industry. 

Qe But in the Canadian National case, they 
did not acquire any outside trucking industry except 
their own express and their own subsidiary, Canadian 
National Transport Company until 1959 so leaving 
Canadian National out of the picture up until 1959 and 
leaving Canadian Pacific out of the picture except in 
their western enterprise which they have had for many 
years, the trucking industry has been an independent 
industry, on your definition, until 1959? 

A, I would just keep in mind that the 
Ganadian National had asked for $15 million and were 
actually authorized by parliament to expend $15 million 
dollars in acquiring truck lines, I would also point 
out the information put on the record by Mr. Sinclair 
as to what was owned by Canadian Pacific. I am sure 
everyone will agree they have a very substantial number 
of trucks in a very extensive operating trucking industry. 


Q. Yes, I think they have a substantial 
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trucking interest but not one out of proportion with 
the Canadian Pacific enterprise nor is the Canadian 
National out of proportion with this enterprise, do 
you think? 

A. I have not access to all the information 
as to how many trucks are in Canada and what the 
percentage is that is controlled by the Canadian 
National, I can only judge on the general knowledge 
I have of the size of the industry and what the Canadia 
Pacific holdings are and what the Canadian National has 
acquired and the money they have left to purchase more 
Ghat was authorized by parliament, I think this matter 
needs very careful consideration by this Commission, 

a, Why do you suggest this Commission shoul 
investigate a matter upon which Parliament has decided 
that Canadian National should have financial help for 
acquiring certain trucking industries? Is parliament 
not supreme in the country and have they not decided 
the question? 

A. They have decided the question but they 
have not decided for all time. I am not in a position 
to say what the mind of the government was in granting 
that amount of money to the Canadian National Railways. 
However, I presume it was on the basis of the fact that 
the Canadian Pacific had substantial holdings and it 
was only right that the Canadian National should be 
allowed to compete, However, that does not mean to say 
that the Commission should not consider whether or not 


the Canadian Pacific had too much of a trucking interest 
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in the first instance and, therefore, the argument in 
support of the Canadian National going into the 
industry is wrong. 

Q. In any event, you do say it is « 
sensible method that if the Canadian National was able 
to compete then it should compete on all fours with its 
major competitor the Canadian Pacific. 

A, I am not sure of that. In fact, the 
Minister of Transport in the last session of parliament 
indicated when he came back from the United Kingdom 
that there was 4 great deal more competition in the 
transportation field in the United Kingdom since the 
introduction over there of denationalization of the 
trucking industry. My feeling is that the acquisition 
of trucking industries by the Canadian National Railway 
is a form of nataionalization of that industry in this 
country and I am opposed to that policy. 

Q. I see, so the government's policy in 
this connection is not compatible with your views on 
the matter, 

A, Tae action that the government 
has taken is not necessarily decided as a long 
term policy, otherwise it would not have set up this 
Commission to investigate the whole matter, 

Q. Well, I do not think we can agree that 
this Commission was set-up to investigate the Canadian 
National acquisitions in the trucking industry but, 
in any event, your views do not coincide with the 


public bodies who decided this. 
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A, I would not say hint because as I say, 
I do not believe the seve rtinent decided on a long term 
policy when they made that commitment. 

Q. Your suggestion, as I understand it, 
concerning regulation, while you have just told me that 
you believe in the competitive field that there should 
be maximum freedom to compete, nevertheless, one still 
have an indication in your brief oe favour some 
form of regulation of nots only the railways but the 


trucking even in the competitive field. Why do you 


talk about need for regulation in the competitive 


field? The shipper must be the man we are looking aften, 
is he not protected when there is competition without 
having regulatory bodies to say how he must establish 
it? 

A, .As I have pointed out consistently | 
throughout the hearings, I submit there are a lot more 
things to it then just the rates. He could be protecte 
as far as the rates are concerned but there are many 
other aspects which must be taken into consideration 
and, therefore, the regulatory bodies should be in a 
position to take into account all these factors, 

Qe. What would these other factors be? 

A, Well, for instance, we have the 
regulations in so far as the ameunt of weight that can b 
hauled on trucks, We- have, as.I pointed out before, 
the fact of time may be a consideration and even though 
one has a lower rate the fact that another industry 


can do the job quicker is a factor, There are many suc 
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factors which must be taken into account, 

Qo But surely these are competitive factors, 
these are things which decide which transportation will 
get the traffic, whether he has a better service, moves 
more quickly and better rateshe can offer the shipper. 
The shipper is looking for a vas iaty of things, you 
can rightly say, not only the rate but presuming these 
things are free to apply by the carriers competing, 
why is not reasonable? Subject, only to the fact that 
the price must be compensatory, not lower than necessary 
to meet competition so there is no unrestricted cutting of 


rates offered to the public, what else is needed? 
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1 

2 A, Because we have to have licencing 

3 in the first place. 

4 Q. Yes, licencing, but that is a different 
- thing. I am thinking of the shippers he doesn't 

6 worry whether a man has a licence or not. 

7 A. But I don't think an unlicenced carrier 
8 should be allowed to get in, because that has 

9 been the trouble in the past. You have had unlicenced 
10 operators in the piggyback, for instance, where 

11 there is novhing in our present regulations that 

12 covers that. There is nothing to stop anybody 

13 from shipping a truck to any point in Canada 

14 not bearing any of the obligations of the regulated 
15 carrier, whether motor transport or railway, 

16 and competing with both of them. 

17 Q. Do you know the present policy of 

18 Canadian National is that only those highway 

19 carriers who have highway operating licences between 
20 two points are carried by piggyback on the railway 

e1 between those same points? 

22 Ree I was not aware of that policy. 

23 Q. Well, I can tell you that is the 

24 policy: no trucks move except those who have over 

25 | the road licences. 

26 | A. But there is nothing that requires 

27 them to do that. 

28 Q. Well, the control of the trucker, 

29 of course, is a control of the province, but getting 


30 back to the point you have just mentioned, and thinking 
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in terms of the shipper -- not of protecting the 
trucker -- but I am thinking of Mr. Smith and Mr. 
Jones who want to move their goods: what other 
protection do they need? 

A. He needs the protection that they 
are responsible operators in the err and not 
here today and gone tomorrow. He needs continuity 
of service also. 

Qe But from the point of view of 
service and rates to see he is given fair treatment 
in the handling of his goods, presumably we are 
going to have responsible operators in the field. 
Does he need anything more to protect him? 

A. As I say, in the whole field of 
responsibility he has to be sure, if he is 

shipping goods on a C.0.D. basis, that his money 

is going to be returned to him promptly. These 

require regulation by a proper regulatory board. 

Qe Can you think of anything else now 

besides making sure you have a carrier who is responsible? 

Ae At the moment I would not say there 
are not other things. Those are the ones that come 
to mind at this moment. 

Qe Deo you advocate the creation in Canada 
of something comparable to what has beem in ¢ffect 
in the United States for the last number of years, 
where you have one body controlling the trucks and 
the railways, such as the Interstate Commerce 


Commission has been doing until recently? 
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A. No, I have indicated I haven't got 
a firm conviction on that. It perhaps could be 
done by the Board of Transport Commissioners, but 
I am not wanting to take thatjposifiion. ‘It may 
mean it would require another board as well. 

Qe Are you aware of the fact this type 
of control of one board in the United States 
has not been satisfactory either to the motor 
carrier or the rail carrier, and a great deal of 
dissatisfaction has been expressed by both modes 
of carrier? 

A. I don't doubt where there are controls 
there will be dissatisfaction expressed by somebody, 
but I am not saying I don't think their controls 
have not been satisfactory. 

MR. DRYSDALE: What is your basis for that 
statement, Mr. Macdougall? Is there some authority, 
or is it an opinion? 

MR. MACDOUGALL: I think it is a matter 
of common knowledge an Act was passed in 1958 to 
correct that situation -- the 1958 Transport Act. 

Q. Are you familiar with that? 

A. Yes. 

Q. Which enabled the carriers to be much 
more competitive than they were before? 

A. But there certainly is no compar ion 
petweet the regulation in Canada and what has happened 
in the United States. There is a vast difference 


in between. 
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Qe I am trying to get at that point as 
to why there needs to be more regulation. The 
evidence before this Commission has been where 
you have competition you don't really need reguiation 
except things to protect the shipper from the 
rates being too low and rate bate nc between 
carriers so rates are lower than necessary? 

A. The reason I say there needs to be more 
regulation is the fact that at the present time 
the industries are controlled separately. They 
can't appear before the same board when a mat§er 
comes up, and the argument has been if the railways 
are subjected to this control the trucking industry 
cannot appear unless they are willing to be 
under the same control, and if it has been necessary 
throughout the years to have these controls placed 
on the railway, then I can only say in fairness 
the trucking industry would have to be subject 
to the same control. 

Qe How do you think it would help the 
shipper to have the trucking industry complain 
about railway rates, or vice versa? 

A. I am saying where a segment of the 
trucking industry may be forced out of business 
by Rate cutting, that would not be in the long term 
interest of the shipper even though he was getting 
a reduction. 

Qe Wouldn't you think it in the long 


term interest of the shipper if one carrier is able 
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ANGUS, STONEHOUSE & CO. LTD. (Macdougall) 
1 
2 to carry his traffic at a compensatory, remunerative 
3 rate ,;jand the other is not, that it is in the 
4 interests of the shipper that the one who is uneconomic 
3 should not be in the business at all? 
6 A. Yes, I agree with you on the basis 
7 I have stated that all costs are covered. I am 
8 not saying the rates should be kept at a point to 
9 allow the other one to stay there, but it does have 
10 to be taken into consideration whether or not 
11 when one is forced out of the business that the 
12 other is going to raise his rates and whether the 
13 other industry would take a long time to replace. 
14 Then I think the board would have to give consideration 
15 to they end judge each case on its merits. 
16 Qe Your fear is if the railway is to 
17 reduce its rates to the point where the highway 
18 operator is forced out of business that the railway 
19 would then raise its rates to the detriment of 
20 the shipping public? 
21 A. That is a possibility. 
22 Qe lL presume you would agree with me 
23 one of the great benefits of the highway transport 
24 industry to Canadians is the ability of a trucker 
250 to quickly get in the business. As soon as he 
26 | can get a truck and get on the road he can get 
27 into business in a small way; and also his 
28 ability to get out of the business when he decides 
29 it is not economic? | 


30 A. On a long haul basis I don't believe 
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2 that is any longer true. The capital investment 


3 is too great to get into the long haul business 


4 on highway transport that is going to be of any 

5 consequence. 

6 Q. But you will admit he has the ability 
7 to get into the business very evlecuin if he can 

8 get the down payment on a truck and get a franchise? 
9 A. He has to be licenced, of course, 


10 and I feel if it were brought under a Federal 


il regulatory board that it might not be so easy. 


12 Q. On Page 6 you make a suggestion there 
13 concerning the head of the lakesS,and the Lakehead 
14 as a St. Lawrence port ,4and sugaest. that the establish- 


15 ment of satisfactory loading and unloading facilities 


16 for trucks, as well as highway improvements, 

17 so that the economic benefits of the harbour can 

18 be felt as widely as possible. You are aware 

19 that at these ports the facilities which the railway 
20 company uses, such as trackage and sheds and so 

21 on are previded by the railway companies themselves, 
22 and I was wondering why you suggested that the 

23 loading and unloading facilties for trucks, as 

24 well as highway improvements should be established, 
25" I presume, at the public expense rather than being 
26 paid for by the truckers themselves? 

27 A. Yes, I believe in those areas where 

28 the Harbour Board -=- and they don't have the same 

29 policy in every port in Canada -- but in some 


30 ports the Harbour Board does the developing. 
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In other areas they leave it to private enterprise. 
I believe in these areas where the Harbour Board 

is doing the developing, or where private enterprise 
fails to provide something, then it is up to 

the Harbour Board to provide those facilities. 
There have been a number of complaints made by the 
Trucking Association in the loading of grain, 

for instance, that they were being charged higher 
rates on loading than rail were being charged, 

and those matters have already been before the 
Board of Transport Commissioners. 

Qe Well would you suggest it would not 
be fair in those circumstances for the trucking 
enterprise that wants to operate through that 
port to construct its own road from the main highway 
dewn to the point where it wants to haul the 
traffic, and also the shed facilities? 

A. I can only say the railways use lots 
of facilities provided by the Government. 

Qe Yes, that is perfectly true but I 
think basically their shed facilities and trackage 
are provided by themselves? 

A. I am not familiar with it all across 
the country, but certainly in Vancouver a good 
many of the sheds where they load and unload their 
freight cars are publicly owned sheds by the 
National Harbours.Beard. 

Q. Yes, on the National Harbours Board 


property it may well be, but there are a good many 
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other areas where goods are loaded that are 
privately owned -- some are railway sheds? 

A, Trucks do*have. facilities dn thei .cwn 
property too. 

Q. i was thinking particularly of the 
ports you speak of == the Lakehead; it seems to 
me reasonable, if they are looking there for business, 
they should go in there and put up their sheds? 

A. Because it has been the policy of 
the National Harbours Board to develop some of these 
areas, and I believe where they are doing that, 
facilities showld be made available for truck 
transportation on an equal basis. 

COMMISSIONER MANN: Mr. Browne, the National 
Harbour Board does not operate at Port Arthur 
and Fort William. 

THE WITNESS: I realize that. 

COMMISSIONER MANN: Well, you talk about 
the Lakehead and this discussion seemed to touch 
on the Lakehead. 

THE WITNESS: Yes, I appreciate that. 

MR. MACDOUGALL: Q. Page 7, Mr. Browne, 
you are speaking of the problem of subsidies and 
there are a few pages there on it. Isn't it right 
to say that in the last number of years the trucking 
industry has had a great expansion, almost an 
explosion, in Canada despite the fact there are 
some of these subsidies being paid .and it has worked 


to their detriment, as you say? 
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A. I think we have already dealt with 
that subject, that it has increased greatly including 
the railway-owned ones. 

Qe Yes, but that is despite the fact 
subsidies of various kinds and various interests 
have been paid? 

A. Well it has not expanded greatly in 
the Maritimes where the Maritime freight rates 
is being paid. 

Qe Do you think there is no highway 
carrier competition for the railway in the Maritimes? 

Ae It is much less than across the gest 
of Canada. 

Qe Throughout the whole of the rest of 
Canada? 

A. I believe so. 

Qe I suggest to you there are points in 
Canada which probably haven't got nearly as much 
truck competition as the Maritimes? 

A. Taking it provincially on a per:.capita 
per ton mile basis, my recollection is that they 
were a good deal less in the Maritimes as a whole 
than $n any other province. 

Qe Has the thought every occured to 
you that perhaps the Maritimers are happy to have 
it that way? 

A. I don't think. they .aye happier to be payi 
any higher freight rates than are necessary. 


Q. I am sure they are not but I suggest to 
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you if they are getting good service that they are 
probably quite happy te have it that way? 

A. Well, service is one aspect and rates 
is another. They may be happy with the service but 
I doubt if they are happy with the rates. 

Q. Is anybody in Caneda happy with the 
rates if he can get a lower one? 

In Paragraph 29 you are talking again 
about subsidies and you say, "They should be clearly 

stated. It must be stated who is to be 

the benefactor of the subsidies." 

I take it yeu Gre saying if a subsidy is: granted 

you would not want it to be covered up so that it 

will appear to be something which it is not? You 

want it clearly set up as a subsidy to the farmer, 

or to the railway company, or to the trucking industry, 
or the shippers generally; is that what you mean? 

A. Yes, that is correct. 

Qe Why do you feel that is advantageous 
over some other form of payment -- or disguised 
form of payment? 

A. I feel the public is entitled to know 
what subsidies are being paid and for what they 
are being paid because, in effect, & group of 
people may be paying subsidies for another and it 
may not be realized they are receiving another 
subsidy in another form through transportation. 

A subsidy paid to one group of people should be 


recognized as such. 
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2 Qe Take a subsidy to the farmer for the 
3 handling of western grains your suggestion would 

a be the subsidy should be accurately defined as to 

5 who is the beneficiary of the subsidy and what i+ 

6 is specifically for? 

7 A. I don't know there is a subsidy being 


8 paid for that purpose. 


9 Qe No, there isn't, but one of the 
10 propositviens before this Gommission is that because 
11 of the low nature of the rate on export grain 


12 that in lieu of raising the rate a subsidy should 
13 be paid by the Federal Government on behalf of 
14 the western farmer to reimburse the railways for 


15 their cost of carrying this grain traffic, and 


16 I ask you whether or not in those circumstances 

17 you think that the legislation which might provide 
18 for that, supposing it were to be ordered on 

19 recommendation of this Commission, should define 

20 it is a subsidy in respect of prise and in respect 
21 of the farmers* haulage of the grain to export 

22 positions? 

23 A. That is right 

24 Qe If that were so, and as I understand 
po your submission, it should be made in such a way 

26 that the trucker could share in it if he wished 

27 to do so, if he could haul grain? 

28 A. I belie#e my intention was to indicate 
29 I felt it should be paid to the Canadian Wheat Board 


30 who would be able to-choose whatever form of transporta 


“ett 0 hile tS 


PN ee. 


ae be 
bLeow aoltevasse oy) 

aie a | 
ot op) banrteb» visdanaoate 


va 10% | ehh C 


Wi A oh La at os 


i ak commit worl: #08 0 ieee Ail! | 


Poe 
Qe 
al 
Ps" 
a 
a 
i 
=> 
> 
as 
oo 


4 | | awn eucqruig, aes -no¥ Oe 
edd tole owe. ete £ pai: oats ib ey o 
severed tare ak soleabaned ality axe lod, erie. Re tLRoqon 
if ee 3 ogre. fap advan ond te RE +h, wo or edt. “7 : 
bivotea Ybledgem 8 eden ott antteles “he wohl ‘at teas 

4 ied Ae Tteatevo9 tarsi bat ont vd biog ed 

eyewl Ley act weysandie® »st wee 4 ot we ‘_ ada a " | 

a0 cy nam ndwery ahity gens Owe. to Rhein ones 0 eke 

Serie tae VED SRT mt) oor wh ‘cad athey ie eB aa ) 


bivesy tiptw doishe paieetletgek sit dade a Acts) BOT 


a 
aE? ky: 
no berepe: 3a OO How SE Bare ~— | Fed ‘102 aie 
, vie ' 


3 axiiieh bigots  ratamteaied) etig te sata opunemgne 7 


at 


-Poeqeyy of Re c7i2 ct Oe Joorgean rab hiedsa. B ak ie 


< 
uM, 
= 
iam 
-/~ 
cla 
_ 
aq 
ee 
Sz 


ae tnecd \eawnrect edt to WY, 
Ramat! ie? 
Tanotéteog. 


ae Dah pty aa as ail a =” ; : 
yA ayes n& b are? 2 g & eM vend yee sal 


& 
—_ 
a 
~~ 
. 
» 
* 
, 
- 
ow 


ee ah - ob ew od bisroca voit cohemedtse 
Aeteiw a! tL 72 af ead Sipe neokoirns arta 
+ Resketep: walt Siven: wk yong 

e*no ton Oe Le iu | ae * 
b caw motidoadah ys Stet pit r 

' bowed seem sesh cil ot bisq et bi | 


hee v i ai es Tis di af 

. a 

rac Mey asienet sovedadi seonc oe ny en 
td i - : 


=< 


ie hy 7” 
oy 1 
A eh : 


» 


ANGUS, STONEHOUSE & CO. LTD. Browne, Cr.ex. 20240 
TORONTO, ONTARIO (Macdougall ) 


tion became available. It may not be beyond the 
realm of possibility that pipelines will become 
available for that purpose. 

Qe Are you aware the Canadian Wheat 
Board does not deal in all of the products which 
you ship at the so-called Crow's Nest rates. It 
doesn't handle, for instance, flax or nye or the 
grain products which would be subsidized under 
such an arrangement? 

A. That is true. 

Qe iave you given any thought to the 
idea as to how the Wheat Board could deal with the 
problem: when they only handle a proportion of the 
traffic? 

Ae in thos instance if there were only 
afew carriers and a large number of farmers shipping, 
then it would have to be paid on a different basis. 
It could be paid to the carriers directly. It 
makes Little differenge, except for administration 
purposes, who the money is paid to as long as 
the purpose of subsidy is defined. 

Qe And as long as the effect of it 
is produced? 

MR. DRYSDALE: Could you clarify the 
amount of the grain that would be under the control 
of the Canadian Wheat Board? Would it be 50 per 
cent, 75 per cent or 80 per cent? 

MR. MACDOUGALL: I would hesjfate to give 


any evidence on that. 
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MR. DRYSDALE: There would be a considerable 
difference... 

MR. MACDOUGALL: Wheat, oats and barley 
are under the Wheat Board. 

MR. DRYSDALE: There wuuld be a considerable 
difference in the problem of the subsidy depending 
on the amount. If 95 per cent is handled by the 
Wheat Board, then the balance of five per cent would 
not be too much of a sea Gea 

MR. MACDOUGALL: I do not think I can give 
you any figures as to the breakdown, but certainly 
the amount not under the Wheat Board is quite 
substantial when the grain products are taken into 
account. I am not sure of the proportion. 

Qe From the point of view of the trucker 
would you know whether thety would be prepared 
to be put in the same position as the railway in 
respect of the handling of grain where the railway 
today must provide equipment for the handling of 
erain and are required by law to provide equipment 
on demand. 

Ae Perhaps if they were given the amount 
of land that the railway got at the time -- if that 
was taken into consideration, they may be very happy 
GO. 

Qe I don't want to get into that. 

MR, SINCLAIR: That is a suggestion. 

MR. MACDOUGALL: Q. I am just asking on 


this question of regulation again, and I may 


iS 


¥ * . i Ae 
Ke meh EK ad ue } 
o ye 


eid steeds anos & oa Tatil onde 


eA h 


edt vd bofband et! deen 8 & 9 ' ieaniad , 


; 
i 


oimaw eh ieq evtlt to sida wit ‘ortd none baaee tooeW 


«ties idong 8 Laas sae aed od ton. 


| ) Teni| 
Vio mec I Natis..tan ob 24 LL AWVOCIAM Pe) i Va cc ; 


— a en tee a a RL 


CiriLetaes tud oawebleand eid es aa Rete kl 1 oe sen 1 
j 7 
‘yg 


| ; 
| 17 ae \ nf’ , Ais rT o ; 
Jiup ef imeo see ent meer Vue wea ade a 
ist 25k stonbertg otety sod? aetiy, ka td : it $e nial ue 
; \ i het 


ao , - r, Nee i 
sh blag ody shee ty iad i a! eilee |. 
OE TO meh Lo steeped i 

; : a 


, . vo i hoi i re ae eee f i — a a 
+ ae WED? Bhs Oreleoy tide eat al Boo et az. 


, { y al » . ys Prt, - , a f a = : ie : y : 
FE, a itn Pee Raps ne as i BTC OTL ee. 9 ONRer 


by in 


1 sit to diteatis ebiverd Pease ea a 


ee ee ee ee 
, 
a 
ot, 
oe 


. ‘i 

sf nS “y 4 ; | 
ae 

HTM hs gol vey ah Ra ye Bet epey ete bee iene: nie 

in -binsvoeb i, 


ky ;: 


Ho Ly -~ ho Sh Sa eae ME ee eee bowe } 


pe 


(isi YNev of Yeo. ene VR teeeetotee «< nook or 


ap ent , 


moOLtes gaa a ae sacl wratitiy OMe vi ei 
; Our tee Tr Sie i 


iio archi fe aim Ri pc ve Late UO Me i 
i wy . 


Lal ,, id vate eae otta: 


04439 Olat Foe oF 3h a ep cm pe 4 
re 


ray 


Lhe Pk 7 a Bit 
st Mo a) ea 


Browne, cr.ex. 2022 
ANGUS, STONEHOUSE & CO. LTD. (Macdougall1 ) 


TORONTO, ONTARIO 


be going back a little: you suggest they should 

be the same, and I say from the point of view of 

the railway they must provide equipment today 

for any shipper who wants to ship; they must 

provide accommodation for his traffic and handle 

all types of traffic whether gies find it remunerative 
or unremunerative. 

Ae On that statement I would not want to 
agree. We were informed by Mr. Gordon he was 
unwilling to move piggyback tiucks in the Maritimes, 
and he had no intentions of moving them, and if he 
didn't have to move them in Western Canada that 
he would no longer move them there either. I 
don't think they are in that positian. 

Qe I don't want to get into an argument 
with you about that, but you are getting on to an 
entirely different question. I will put it to you 
this way, that umier the law we are required to 
provide suitable and adequate accommodation for 
the traffic offering. The railway has that obligatipn. 
How it discharges it is another question. But, 
the railway has that obligation and you are suggesting 
the trucker who should be put in the same position 
as the railway, and I am asking you whether the 
trucking industry would be satisfied to have such 
similar type of regulation which would say to the 
trucker, "You must provide accommodation for any 
traffic offered, and you must take the good with the 


bad. You must allow your truck to be used for storage 
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at the Lakehead, if you are going to carry grain 
to the Lakehead, until it is unloaded? Do you 
think they would be satisfied with that? 

A. It would depend under what terms and 
conditions. If we had a $50,000,000 deficit in 
doing it and the Sone nears was willing to pick 
up the cheque, it would be all right. 

Q. Well, the Canadian Pacific is not 
in that position, and they have the same obligation. 

A. Bek wpovieion dates a long way back 
and the railway was given many concessians for 
that from which they are still benefittiag, gna it 
is something I don't care to enter into an argument 
on. 

Qe You don't venture an opinion as to 
whether the trucking industry would be prepared 
to accept all the obligations placed on the rail 
carriers? 

Ae Not under that statement. If you 
want to detail the terms and conditions, then I 


might. 
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1 
2 THE CHAIRMAN: Order, please. 
3 MR. MACDOUGALL: Q. Just one last question 


4 on this matter of the subsidy that you were speaking 


5 of. 

6 Do you, by any chance, know of the evidence 

7 given before the Commission by the Canadian Manufacturer 
8 Association. Mr. Paul appeared here on behaif of 

9 the Canadian Manufacturers Association, and it 


10 was his view that if truckers handled export grain 
11 or were to receive some assistance in the handling 
12 of export grain, that they should be under the same 
13 obligations as the railway company is under in order 


14 that the competition between the two of them would 


15 be on the same basis. Were you aware of that? 
16 A. No, I was not. 
17 Qe And I take it that, from your comment 


18 to me, that basically you would agree that two 
19 elements of transportation competing for the same 
20 business should be basacally on the same general 


21 level in all respects if praectigaliy possible? 


22 Ae Yes. 

23 Qe You told Mr. Cooper when talking 

24 about the railway uneconomical services, either 

25 | passenger services or branch line -- as I understood 
26 | it, it was your view that any that were uneconomical 


27 to the point that they could not support themselves 
28 by the traffic should be eliminated entirely if 
29 there was some alternate service to handle the 


30 traffic either freight or passenger, as a general 
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2 proposition? 


3 A. That is right. 

4 Q. Did I understand you correctly that 

5 where such a calle was heard by the Board of 

6 Transport Commissioners, and they were to find that 
7 because of some overriding pubiee interest or 

8 national interest, which would likely stem from 

9 the fact that there was no alternate transportation, 
10 or that it was not satisfactory or suitable that 

11 the service or line should remain, that you would 

12 be in favour of such service remaining, but that 

13 the railway company should be paid for the work 

14 it performs in providing that service in the national 
15 or peblic interest? 

16 A. Yes, but it should be clearly defined 
17 why and on whose behalf they are being paid. 

18 Qe So that the public would know 

19 exactly what is being paid and what it is for? 

20 A. That is right. 

21 Qe Would you agree with me, also, that 

a2 if that policy were to be adopted that each of these 
23 subsidized Liges é2r" EupaRBized services should be 

24 reviewed periodically to see whether or not perhaps 
255 the traffic had not been able to pay to the point 

26 | where the subsidy could be eliminated ? 

27 A, I think it should also be considered 
28 whether or not another form of transportation would 


29 be more economical -- even if it did not exist at 


30 the moment, it might be more economical for the railway 
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1 
2 to replace a branch line with a trucking or bus 
3 service, and if it was more economical, that would 


4 be a natural field for she .railway to go into. 
5 And I think that would be one instance to the benefit 
6 of the public to have the railway in trucking 


7 or bus industry. 


8 Q. And it might also be a benefit to 
Vd the public to have those services performed by 
10 the independent truckers or bus operators who might 


11 be in the area seeking to make a living from the 


12 services they provide in that area? 

13 A. Yes, although I think we had already 
14 agreed that this would be an instance where this 
15 other type of cempatition or service did not 

16 exist, so it would have to be a new service you 

17 are speaking of. 

18 Q. Yes. Now, Paragraph 42, Page 10, 


19 you speak of -- 


20 "The failure of co-ordination and forward 

21 planning is perhaps most obvious in the 

22 case of so-called piggybacking, or joint 

23 rail-truck operation. " 

24 And, then, you suggest that gertain regulation 
25| be effected to deal with piggybacking. What form 

26 | of reglation do you see necessary in connection with 

27 piggyback oper&tions? 

28 A. Well, as I say, first of all, I believe 
29 that only licenced carriers should be able to use 


30 the piggybacking services. 
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Secondly, I believe thet when changes are 
made and advantage of piggyback is taken that 
the industry, should be assured that there is going 
to be a sontinuity of service at reasonable rates. 

Qe Yes. Well, now, taking the first one, 
as I have told you that is the policy of, at least, 
Canadian National 4- and I think the Canadian Pacific 
as well -- that only licenced carriers are carried, 
because it would seem unfair that someone could 
just buy a truck with no licence, and move it over 
one thousand miles over which he has no right to 
ZO « 

A. Yes, but this would not only be in 
the case of the completely unlicenced carrier, but 
I think a private carrier would now be in a position, 
to, on that -- certainly there is nothing in any 
regulation that would prevent that kind of movement, 
that I can see. 

Qe You would be against the private 
carrier having the right to move his traffic © by 
piggyback? 

re Unless he was licenced and had to bear 
the same onus under regulations as any other licenced 
carrier had to do. I do not object to him simply 
because he is a private carrier, but he must bear 
his responsibility under the regwfation. 

You see, the fact is that throwghout the 
years there has not been equal regulations between 


the fdr-hife Segment of the trucking industry and 
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the private carrier. I believe thst is another 
benefit that would come from a federal board. 

In most provinces, and particularly in the Province 
of British Columbia, throughout the years a private 
carrier paid a good deal less in licence fees than 
did a‘for-hire carrier. I am vie tcedaiplatdine Ye cause 
of the discrimination between the carriers, but 

it also is a discrimination between shippers, because 
one person who is big. egough to have his own 

carrier service is in a preferred position. A 
shipper who has to ship with a for-hire -- Ll do 
not see any reason why he should be in a diffegent 
position. 

Qe You do not think the man who wants 
so invest his own tioney in trucks to handle his 
own goods should be free to do that? 

A. I say he should be free to do that, 
but he should pay the same licences and meet the 
same regulations and controls as the for-hire. 

Q. He must have to meet these weight 
congas, just the same as the for-hire; he cannot 
exceed the provincial regulation? 

A. He has had generally this advantage 
throughout the years: he has not paid as much in 
licence fees; he does not have to prove public 
necessity and canvenience, because if he moves 
his own goods, he is entitled to move them.) 

I do not know whether that needs to be 


changed, but it should have consideration by the 


eee ontatelames dont wait ve 


ae | 


sugtds noowied soktarct miroas 6 at oases 


awo atid oved o8 sesroge and at oat aonred : mie 
ae Steeq i onto tong is wt ek sotwrow tolt 89 

ob | we ae a Adtwogina od, sar citi mt | 
taaye lh #& al) od bivedda ‘eel Yaw Koad or sons 998 ‘te 
; ore 

ortt siatets HOmE 6 bh LOY oh G 
etd etfecwd oo ahpwemd ab gentole cone abe Jaewir “a 
TORT of of eet? | ed 6 Lavon abaog ewe | 


* a W anhy Phe hat We oF Rel eguncten 7 YE i 1 y A : ‘i 


ee - 


a? Toun Mi sdorteeht @mee ety yaq aresatne satis fh tot a 


Srbadi oi snitch PS Uh | aman ae os e . 
domes ef penta eint eit Be eae te cast dent “a 

ticle at tadbeky ony aily soem a 
nabs ih ocim} 13 Eseries ey foes et lua? | oh sg 


“nt disn. se 5ise. gern tect art al 


‘ bh 

at: 
i. , 
ADs + 


aa saci 


sity ot norgexobtanwe: ov: so ‘bm 
bry a : re ¢ ‘ ere ie ive Par ity : 


A wee a Me so ti 


Browne, Cr.eX. 20249 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO (Macdougall ) 


1 

2 Board who assumes responsibility for it. 

3 Qe You do not think he i8 assuming a 

4 proper share of the cost of maintenance of highway 
5 right o* way; you think the for-hire carrier is 


assuming more of the cost? 

A. I believe that te be the case. The 
situation has changed recently in British Columbia. 
They have been brought on a far more equal basis 
than throughout the years, but there is not too 
much difference at the present time. I believe that 
uniform regulation across Canada is required. 

Qe Pigegybacking is basically what might 
be called a competitive deal in the transportation 
industry today; it is a competitive method of 
bransport? 

A. Well, yes, it is competitive between 
the -=- there, i+ depends on what it is; there are 
so many plans of piggybacking. I don't know what 
you have in mind there. 

Q. It has wrought eadet.the competitive 
forces in the transportation industry -- the piggy- 
back type of operation -- to give a better service, 
designed more to meet the needs of the shipping 
public, and they like it because of the, particularly, 
26 the service aspects of it. Is that not right? 
| A. That is right, yes. 

28 Qe And I was wondering whether you would 
29 not agree with me that since it is basically a 


30 competitive situation, that really needs little or 
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no regulation except for the point you mentioned, 
that the carriers who use it should have some 
over-the-road licence to go between point A and 
point B if they are going piggyback between point 
A and point B. You are not suggesting further 
restrictipg the use of the competitive deal? 

That is the point I am making. 

A. Well, it would have to be taken into 
consideration. The rates that piggybacks are 
moving now is something different from what we 
have had in railway rates before, inaSmuch as 

I understand the contents of a trailer are not 
taken into consideration as class rates or commodity 
rates. There is a mixture of freight in there. 

I think that is something that is charged with 
the responsibility; something we have to give 
consideration to.as to what may or may not be the 
best. 

Qe I got the impression from your submission 
that you are all in favour of competition; but, 
every now and again, there is something here about 
regulation and control, because it seems to me 
the more regulation and control you have in the 
competitive portion of business the greater becomes 
the problem of competing? 

A. Before there can be a proper and fair 
competition, there has to be control. 

Q. Why do you say that? 


ac Because the railroads are in a position 
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in the piggybagk business to have the means of 


transporting the piggyback trailers, and obviously 


they would be in a strong position to give @eamseives 
favourable treatment. 

Qe You do not put any store by the provisions 
of the Railway Act which say we must not discriminate 
as between shippers; we must provide suitable 
and adequate accommodation for the trucker. It 
Goes not say we are entitled to put our own trucks 


on there; we must take them as they, come: 


A. We were told on the Parliamentary 
Seuoiktee last year by Mr. Gordon that he did not 
accept private trucks for shipment for the Maritimes. 

Qe We are not talking about private 
i®ucks; just leave that out for the moment. 

A. I am not talking about private trucks. 
I am talking about the for-hire segment of the 
trucking industry. They are not allowed to ship 
their trucks by the Canadian National Railways into 
the Maritimes, and I think tak is-ome good example 
of why we need regulations. 

Qe You think the Canadian National should 

be forced to take the for-hire trucker into the 
Maritimes? 
A. I am not saying that. I am saying 
that we need regulation to determine whether or 
not that is the Case o 

Q. Do you agree the regulation should 


be designed to protect the shipper of the commodities? 


eibvens * onl ve 


| etar tai 


r ve ehiveud Saaiek ow. aerate, ote 3 


7l. ,aetlopsrt edt sot nos tebommouns vasupebe bs 


BNC ORO AO ia b petthons ot oY Tae ton ne ON 


\ a ale Rise 


eee? earthy: aes. at ft eae denna pare penedd ne a 
: ' i 


sible tales cicanciaeen ni ilnai 

} 
De 
Patel 
be. 
2 
Lad 

mi 

5 

Sh 

r 
=“ oa 
eS 

> 43 
—_ 
Ia 
ve 
= 

. 

? 

> 

- 
—» 
a 
es 

- 
— 


toot Of). wactaete .eobeed (Lu eee Qe len state 


; ae : he Ne 
BOT LM he) ROT See ey hee a ua ve aq 7 ‘tae 2008 : 


— 
a 
© 
hex 
Se 
= 
= 
= 
a 
— 
4 
nd 
4 
oe 
Ne 
re, 
>a 
@ 
Li 
yy 
ub 
Re, 
*~ 
—, 
SF 
+ 


Ia Re 
a . — = - 3 
= — — ia = — e 


er 
= 


: a ‘iy eg en . a wd - , " f ‘ 
= P | 4 oe ii XG : iw 4 ee z wd oe ie ay oe A } A Na} 


- ‘my ten = ee yal 
ne Na ee Se — 


—— 


aah 


= 
—, 


D ais Tere Ghee a ee oe ee ae Po ae “ 
\ s), ea ; a ay B50 oa pt fh P 2 a ‘ asi 4 an on ES fs \d ios a 


oat 


be an 


i br 


L i 5 ; . id bien P it 7) od 4 
| J VEWOLLS TOs eile Vert. eyerewbik skies 9) 


in 


Se 


ie ee TD eth. |. etme ec el) a ed ee i ft y 4 
it eyewiien J ite metbanss ond ot avownrd atone 


mtn L argue 1 Doom “ow ert te. 


ad 


blyodes J acte » CEL DSP: Gee oi MT) WOLD). wie ‘Wa Ti 


oir yeae mel. ceed ae fyaa TOLL se. ~ 7 ef ee 


‘tw tovedw  sainretsh et nobta Legere been. ee 


Ps 


7 7 ee A808 a 
% AW, oa ioe i 

4 te forte, mes Learae, 8 erie t sorae ae a 15 

oe Gen Tee | 

| Muntesies un 5) sek. tex. Mf 

| a 
en a on a : 


Wi 


29 


30 


Browne, cr.eX. 
ANGUS, STONEHOUSE & CO. LTD. (Macdougall1) 20252 


TORONTO, ONTARIO 


Is that your view? 

A. Yes. 

Qe De you think the regulation should be 
designed pawgleularly for the protection of the 
competing carrier? 

A. No, I do mt know, put I think by 
having. competing camdvie in existence we are 
protecting the rights of the shipper. 

Qe Why do you think some regulation is 
needed in respect of what tracks are taking piggyback 
into the Maritimes from the shipper's point of 
view? 

A. Because I feel where there is a 
competing service, and people have made application 
te ship a txuck by piggyback into the Maritimes 
and that has been refused -- obviously there was 
a need for that or that application would not have 
been made. 

Qe Can you tell this Commission any 
shipper of the goods -- the man actually shipping 
the goods in the Maritimes: : @mewko has said he 
cannot have his goods moved from the Maritimes, 
and he wants to have them :moved.by piggyback? | 

A. I am sure that the shipper who was 
referred to in the Parliamentary Committee last 
year was not intending to ship an empty truck. 

He had goods to move, or he would not have made 
the application. 


Qe The shipper was a trucker who wanted to 
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1 

2 move a truck? 

3 A. Yas, and the truck was full of other 

4 goods. He was moving goods for a shipper. 

5 Qe He was a for-hire trucker and he 

6 wanted to put his goods,.gm the railways? 

7 A. That is right. | 

8 Qe Can you think of any one person who 

9 said, "I want my goods to move wha.’ for-hire carrier 
10 and I cannot move them;? 

a1 A. I can only say there was a strong 

12 presumption there was such a shipper; otherwise, 

13 the man would not have wanted to move his goods 

14 on the railroad. 

15 Qe I suggest to you the man was a trucker? 
16 A. I do not say a trucker should be 

17 prevented from doing so. If he was a trucker. he 

18 was not in the same position as a shipper. 

19 Qe Have you any knowledge of any person 

20 or industry in the Maritimes that has been pre juateedte 
21|/ in any way by the fact there is ne-Mlam pypigsyback 
22 in the Maritimes on Canadian National? 
23 A. I believe that he is being prejudice. * 
24 to the extent that the competition does not exist 

25) that should dist. 

26 | Q. That is your general view of the 

27 situation? 

28 A. Yea. 

29 Q. It would not surprise you. towkwbw that. 


30 there have been no shippers -- not one -- that has 
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Oe as (Macdougali ) 
1 
2 ever complained to the Canadian National that the 
3 service is not available to him? 
+ A. I am telling you the one man changed 
5 his business from the Canadian National Railways 
6 because he was not allowed to ship his trucks. 
7 Qe The one man you — speaking of 
8 is a for-hire trucker, a competitor of the railway? 
9 A. He was carrying somebody else's 
10 goods. 
11 Qe He can carry them on the road, if 
12 he wants to. I am interested in the man who 
13 ships his goods. I want to know whether or not 
14 you know of any Maritime person or industry who 
15 was adevdiserny because he is not getting the 
16 service he wants from the Maritimes on the Canadian 
17 National? 
18 Ae He is not in a good position to 
19 eomplain when the C.N.R. does not have the service. 
20 Qe You do not know a Maritimer -- 
21 whygher it is Canadian Natimal or Canadian Pacific -- 
22 I pat it to you that you do not know of any Maritimer, 
23 person or industry, who has complained that he 
24 Laeet receiving the service he requires by railway 


or by truck? 

A. I am saying there must be “such 
person; otherwise the man would not have applied 
to move by piggyback. 

Q. I do not believe we need to discuss 


this further. You are equating the person with the 
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trucker who wants to ship his truck. I do not 
think he has any place in the discussion. 

At I feel quite certain the man would 
not be shipping his truck for nothing. He wants 
to ship some goods. 

Qe The Canadian National is not interested 
in the trucker; the Canadian National is interested 
in the Maritimer, the person or industry. 

A. You assured me a little while ago 
that the railway was obligated to carry everything 
that came along on equal and fair terms. 

Qe I am telling you any person or 
industry in the Maritimes who comes along and wants 
to ship his goods, that obligation will be met 
to the letter of the law -- 

MR. DRYSDALE: Unless he is a trucker. 

MR, MACDOUGALL: This is the point I 
am making with you, Mr. Browne, that you seem to 
be arguing for the trucker. You do not seem to 
arguing for the person or the igdustry -- the so-called 
Shipper in Canada. 

Your whole argument seems to be directed 
to protecting the trucker. I am suggesting if tnd 
Commission did recommend what you are suggesting, 
the effect would be to place more restrictions 
on the railway and the trucking industry, and 
in effect the shipper in Canada will not be as 
well served. 


MR. DRYSDALE: Mr. Chairman, I would suggest 
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Mr. Macdougall is taking an unfair interpretation 
ef What Mr. Browne has said with regard to the 


differential between the shipper and the trucker. 

THE CHAIRMAN: Let us define the meaning 
of the shipper. Who is the shipper? 

MR. MACDOUGALL: I think, Mr. Chairman, 
the point is this: that there has been litigation 
to this effect, .that the railway in discharging 
its:obligation under the Railway Act is not obligated 
to take the goods of its competitor, but the 
goods of the public only. Our position is that 
we have no obligation to take the goods of our 
competitor. 

THE CHAIRMAN: I think we have wovered 
it well enough. 

MR. DRYSDALE: If the shipper is the 
competitor, the CNR is not interested in the 
shipper. 

MR. MACDOUGALL: It is not a question of 
Sanadian National not being interested in the shipper; 
it is a question of the right of the Canadian 
National and other railroads in Canada to discharge 
its obligation to give service to the public. 

MR. DRYSDALE: Provided it is for the 
benefit of the CNR. 

MR. MACDOUGALL: Certainly, provided it is 
for the benefit of the CNR. 

MR. DRYSDALE: And regardless whether the 


trucker happens to be a shipper; you are not intereste 
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in the shipper. 

MR. MACDOUGALL: Canadian National, as 
you well know, sir, is competing with the trucker 
-- that is, the trucker is with Canadian National. 
Each is interested in its own position. 

MR. DRYSDALE: Mr. Gordon is already on 
record. 

MR. MACDOUGALL: I am sure he put it 


correctly, if you read it in. 
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Q. Now, on page 11 you make a statement, 
about eight or nine lines down in paragraph 43; 

"... the federal government may be expected 

in the future to take more active intcrest 

in the establishment of common standards of 

vehicle regulation, a step which is bound to 

bring considerable economies to the operators 
and benefits to the consumers," 

What do you meant by that statement? 

A, Wekigel believe we have the situation 
now with the thing being regulated independently in 
other provinces, we have a great weight adits in 
one province in Canada but we are still the same in all 
the ak . Where the federal government is 
contributing rather heavily to the financing of the 
Trans-Canada Highway they probably would have | 
consultation with the provincial governments to try to 
establish uniform weights*tacroess Canada, 

Qe I see, you are referring there 
particularly to the uniform weights across the whole 
of Canada for ali highways? 

A, Yes, 

Q. You speak on page 13 -- you are talking 
here again about agreed charges and competitive rates 
and the suggestion in paragraph 50 is that the agreed 
charge signed by the railways with the breweries in 
western Canada for the haulage of beer had the effect 
of putting two highway enterprises out of business, 


Do you have any particular information upon which you 
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2 made that statement, Mr. Browne? 

3 A, Yes, as I recall I heard from these 

4 people at the time. I had made a speech in the House 


5 of Commons, I believe, which prompted them to send the 


6 information along to me, 
7 Q. You are aware of the fact that the 
8 industry itself approached the railways with respect 


9 to the making of that agreed charge and that the 

10 information which we had was that they were dissatisfied 
11 with the service being provided and they intended to 

12 change it either to trucking the beer themselves or 

13 handling it by rail, If the rail could give them a standand 


14 rate they would go by rail rather than handling themselves. 


15 A. I do not know the details but I do know 
16 swo people went out of business because of the agreed 
17 charge. 

18 Q. My information is that the reason was 


19 because of the dissatisfaction with the service and the 
20 decision of the industry to go to rail on an agreed 

21 charge or their own trucking and as a result of free 

22 negotiations this was the result. 

23 A, But my objection to the agreed charge, it 
24 cen be signed up to the amount of 100% which means the 
25 | situation is unchangeable. If the contract was signed 
26|| today to handle goods at. a. specific rate it may be others 
27 would be in a position to say "we will do it at a lower 
28 rate" but when you sign an agreed charge obligating the 
29 shipper's goods 100% for a year you do away with that 


30 possibility. If they are big firms and cannot be 
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duplicated it means the competition is eliminated for 
some time to come, 

Q. You think that is a bad thing, do you? 
You think it is a bad thing to have negotiations between 


the two parties, a railway and a industry regarding 


handling of their traffic and if the two are to come 
mutually to an agreement to handle their traffic in a 
certain way, because it would affect some other carrier, 
you think that is a bad thing. 

A, No, I think it is a bad thing for this 
reason; it ties up the traffic 100% and in a good many 
instances it does away with competition and that 
competition cannot be easily duplicated and there would 
be nothing fo prevent the rates going up at that time. 
Secondly, as I say, it prevents any further competition 
in the field because if though the competing carrier 
was able to go back and offer a still lower rate the 
shipper would not be in a position to accept this becauge 
he is now bound to ship by rail. 

Qe In presuming the facts I have given you 
ave correct, and I think they are, would it not be fair 
to say if the shipper was dissatisfied with the shipments 
over the one year he would do what he told us he would 
do, truck his own beer, Do you see any disadvantage 
by the fact he has tied up a part of his business with 
the railway for a year. 

A, It may be true in some instances but 
certainly not in all. All shippers when shipping under 


agreed charges would not be willing or able to put in a 
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trucking operation, 

Ox But you are aware the agreed charge -- 
each agreed charge is a matter of negotiation between 
the industry and the carrier. 

A, Yes, but it ties up the business for at 
least a year and it eliminates competition which was 
very effective so they would not be able to have a lowe 
rate and at the end of a year it is most unlikely that 
that competition would exist and, therefore, the 
railroad would perhaps be in a position to set whatever 
rate they wanted. 

Q. Most of the tS eee in Canada 
have been in business ons asian than a ene some of 
them have been in business for twenty years or more, 

A, That is true but some specialized types 
of hauling equipment has not so many uses and even if 
a carrier is in business for a few years and the carrie 
may remain in business, it means he must be able to 
keep that specialized type of equipment to have it 
available for dealing if the business was open for 
soliciting once again. 

Q. There is nothing to prevent him, the 
highway carrier, from having'an agreed charge or an 
agreed contract rate with a shipper if he wants to 
negotiate one, 

A, I would not want to make that statement. 
I do not know. whether a carrier would be in controventipn 
of the Combines Act. I am not in a position to state 


that but the railways are able to do that by virtue of 
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the Transportation Act. However, the Transport Act 
does not apply to the trucking industry, the agreed 
charge is nowhere defined in any trucking legislation 
but I think there is a good possibility that they could 
be charged under the Combines Act if they were to go 
into a field of that’ nature. There are no such contracks 
that exist, to my knowledge. 

@. You never heard of a contract between a 
trucker and a shipper to carry goods by truck? 

A, Under an agreed charge. 

Q. Well, a contract rate, that is all an 
agreed charge is, whether you will handle or not 
handle a portion of the traffic moved, 40% or 100% or 
10%? 

A, Obliging the shipper to ship 100% by 
truck, 

Q@. The agreed charge is 90% and you do not 
know of any contract in your part of the country --- 

A, I am not in the position to say. I 
know my own firm has no such contracts, I do not know 
of any that are signed where a shipper would be obliged 
to ship 100% of his goods by certain trucking company. 

Q. I suggest to you there are many contract 
of that type in Canada generally known as contract rate: 
to move perhaps 50% or 80% or 90% of the traffic, | 
whatever they agree on. 

A, I do not know of any specific instances, 
Perhaps you could tell me of one specifically. 


Q. I cannot tell you of one at the moment 
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but it is general knowledge in the industry. Speaking 
for the moment on the stability of piggyback rates 
which you spoke of on page 14, section 53(1) of the 
Act, I would ask you whether you are aware of hs 
obligation that I have spoken of earlier on the railway 
company to provide accommodation for handling this type 
of traffic. Having gone into the piggybacking 
arrangement, it is your suggestion that the railway 
company could just back out of the piggybacking 

tevin ehoe ake and leave the truckers high and dry. 

Is that your first point? 

hand Wes 

Qs I suggest to you that the Railway Act, 
section 315, does provide the stabilities that you 
require. 

MR. DRYSDALE: What section is that? 

MR, MACDOUGALL: Section 315. This requires 
that facilities be given for traffic and since this 
piggyback traffic is being handled one way we have the 
obligation to provide the equipment and we are subject 
to complaint if we stop it. In any event, the carrier 
has an ability to handle it by the alternative road 
or highway. 

A. Yes, that is true. 

COMMISSIONER MANN: This is a case where the 
trucker would be a shipper again? 

MR, MACDOUGALL: That is right, 

MR,.. DRYSDALE: No obligation then. 


MR, MACDOUGALL: Q. Putting on the railway 
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all the obligations that he has upon him at law to 

get the goods once he has offered himself to carry that 
type of thing. Just one word on page 15 where you are 
speaking again of this problem of monopoly which you 
express as being a very real threat in respect to the 
acquisition of trucking companies by railways. Are you 
aware of the evidence given by the witness for the 
province of Alberta, Dr. Hu Harries to the effect that 
while a few years ago he would have had some worries 
about the railways acquiring : eee interests that 
they might create an monopoly, today he could see no 
harm in it and no possible likelihood of there being an 
recreation of real monopoly. Did you, by any chance, 
hear all his evidenée? 

A. No, I did not. 

Q. And also that of George Paul of the 
Canadian Manufactures Association and he gave testimony 
to that effect generally, that he did not fear monopoly 
by the railways getting into the trucking industry 
generally because of the facility with which truckers 
can go into operation and get out of operation, the 
existence of the highways and so on in Canada, 

A, I dispute that statement that it is easy 
to get in and out of the trucking industry because of 
the higher capital investment that statement is no 
longer true, 

MR. DRYSDALE: Mr. Chairman, I do not want 
to interrupt but I think in this line of questioning 
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referred to by Mr. Paul rather than have Mr. 
Macdougall's interpretation of it and ask Mr. Browne 
if he agrees or disagrees, 

THE CHAIRMAN: Well, Mr. Browne does not 
agree, 

MR, MACDOUGALL: I saw all those transcripts 
and I thought --- 

MR, DRYSDALE: You did not make any reference 
to where it was, 

MR. MACDOUGALL: I thought that he had been 
through them and knew where it was. I am not trying 
to trap the witness in any way and I hope in putting a 
question if I misinterpret the evidence the Commission 
will correct me, 

MR, DRYSDALE; There is no reflection on Mr. 
Macdougall, I am sure he is giving a fair interpretatior 
but the difficulty is to have the witness! interpretatipn 
of what the situation is and on top of that we have Mr. 
Macdougall's interpretation in asking Mr. Browne if 
he =-<-= 

THE CHAIRMAN: Well, he has not read Mr, 
Paul's evidence, 

MR, MACDOUGALL: In any event, he says he 
does not agree with that proposition. I think that is 


all, thank you. 
CROSS-EXAMINATION BY MR, FRAWLEY: 
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just a very few questions. Mr, Browne, I want to say 
first that I compliment you on this brief because certainly 
I think the position of the independent trucker should 
be stated to this Commission, I think this is a good 
complement to the brief presented some months ago by 

the Canadian Truckers Association. I do not mean by 
Ghat that this is in any sense secondary to that brief 
but I feel you are to be complimented on presenting the 
point of view of the independent trucker, I just hope 
you do not have too many consfitutional difficulties 

in your way. And now, just for clarification I would 
like to ask you -- Mr. Brazier suggests that I tell you 
who I represent but I think you know that I represent 
the province of Alberta, Mr. Browne, at the top of page 
4, you say there; 

"The application of this principle requires 

national control over the acquisition of 

transportation firms by firms established in 
other transportation industries ---" 

Is that not the subject matter approximately 
of Mr. Chown's bill ? 

A. Yes, I pointed out to the Commission 
earlier that I had seconded a bill which we drafted last 
year primarily for the purpose of bringing up discussion 
on that subject. We did not intend it to be a final 
document on the subject but to bring it to the public 
attention. 

0G. And the last phrase in the same paragraph: 
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industry to intervene in cases where the 

rates established by its competitor may lead 

to elimination or weakening of the 

competition." 

That is pretty much the subject matter of you 
own bill that was introduced last session? 

A, Yes, The two bills have now been 
introduced before the Commission this morning. 

Q, They are on the order paper, I suppose? 

A, That is right, 

Qa. And if you wish to inform the Commission 

otherwise you may refrain, but is there any 

intention of re-introducing these bills again this 
session? 

A, These bills have been introduced at 
the session but I do not know at what stage of the 
session they will be introduced or whether I would 
proceed with them. My feeling was, in my submission 
to the Commission this morning, that had they »een 
arrived at last session it was not my intention to 
proceed with them without at least presenting my views 
to this Royal Commission, 

Q. On page 6, paragraph 23, you say: 

"Por example, the increase in the importance 

of Lakehead as the St. Lawrence port must be 

matched with the establishment of satisfactor 

loading and unloading facilities for trucks 
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of progress made already in that respect at the Lakehead, 
that the new terminal will have facilities for loading 
and unloading of trucks, 

A, Well, I had heard a number of cciplaints 
made that there was not going to be facilities there 
and that is the last information I have, 

Q. I must say my information was to the 
contrary, that Mr. McGee of CTA, I think he was not the 
only one who gave me that but they are actually, in the 
construction of that terminel, designing it so there 
will be facilities for the trucks. I do want to call 
attention to what you say in paragraph 35 on page 9: 
where you say: 

" .there is no better, and in the long run, 

no cheaper, solution to the problem of high 

rates, and/or inadequate service, than 
competition." 

I just want you to keep that in mind as I 
go through. Towards the end of the brief I want to 
Gall something else to your attention and if you will 
now turn to page 11 where you are talking about what 
you call the regulation relating to Sunday operation, 
that is the Lord's Day Act? 

A. Yes, 

Q. And I am wondering if you are aware 
that in Alberta recently there was a decision which I 
must say was favourable to the truckers which set 
aside a conviction of a trucker for operation on a 


Sunday. Are you aware of that? 
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A, Yes, I do not have the details of it 
but I do recall seeing that in the newspapers. I 
think perhaps I had written this brief before that but 
I think the situation still needs to be clarified and 
Some board empowered to make decisions on that kind of 
thing which need to be instituted. 

Q. Well, probably in the interest of 
saving the introduction of a board as long as I can, 
I would like to call your attention to the fact that 
the Lord's Day Act is there and I do not think the 
truckers should have any difficulty in carrying on 
the service on Sunday just as the great big brother 
carries om on the rails and with that principle I agreel, 

A, I dolknow the Act has been interpreted in 
that way and many people have been charged with 
operating on Sunday. My understanding of the way the 
Act has been applied throughout the years is unless it 
is a perishable commodity it cannot be transported over 
the highways on Sunday. That has been the interpretatijon 
that has been placed on the Act throughout the years. 

Q. Well, let us assume that is quite right, 
I was only pointing out the Alberta decision which may 
not have gone very far, I do not want to press it any 
further than I should press but I do suggest to you 
that the place to take care of your complaint is by 
an appropriate amendment to the Lord's Day Act. Would 
that not take care of it to place the long haul trucke 


or any sized trucker on a par with the rail carrier? 
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A, Well, my opinion is that the whole of the 
trucking industry needs to be brought under federal 
control and it could be dealt with by a regulatory 
board -- whatever board they are placed under, 

Q. I suggest to you that the Sunday aspect 
does not need to have a great big federal motor carrier 
board set-up just to look after the Sunday side? 

A. No, I am not suggesting that, but I think 
it is one of the things the Board could deal with, 

COMMISSIONER BALCH: Mr. Frawley, you are not 
saying there is any comparison between the railways and 
trucks operating on a Sunday? Would you have a 
comparison -- I mean for the travelling public? 

MR, FRAWLEY: You mean the individual -- 
the personal passenger? 

COMMISSIONER BALCH: Yes, that is right. 

MR, FRAWLEY: Well, no; I am just speaking 
from memory, but I think the inter-provincial and 
international busses operate on Sunday just like the 
trains. 

COMMISSIONER BALCH: That is right, but if you 
are going to attempt to throw the highways wide open, 
which will eventually come to that if they get legislatipn, 
you will have these highways loaded with trucks so the 
ordinary Joe with a car will not get the opportunity to 
go out on a Sunday. You are not backing up this member 
of parliament from Ontario who said, about two years 
ago, that if the trucks got in the way let the fellow 


get off the highway? 
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MR, FRAWLEY: Well, if I recall, he was more 
than a member of parliament of Ontario. But, I will sa 
no more than that, He did not like the idea of a big 
truck coming down the highway and running at him on a 
Sunday afternoon, but I do not suppose it is any more 
unpleasant on a Sunday than on a Tuesday. 

MR. SINCLAIR: Except that people are at 
work on a Tuesday. 

COMMISSIONER BALCH: That is right. Another 
thing, do you agree with the interpretation of the 
judge handing down the decision in Alberta? 

MR. FRAWLEY: I do not know that he was a 
judge. He was a police magistrate in Medicine’ Hat, 

COMMISSIONER BALCH: I guess he was, 

MR, FRAWLEY: I think it is well to identify 
these things. 

Q. Now, on page 13 you are referring to 
the consequences of that agreed charge made between 
the breweries and the railways, and you refer to two 
trucking firms, Breweries Transport Limited and 
Northern Brewery Transport Limited. Do you know where 
those two concerns operated? 

Az I have the information at my office. 

I do not have it available with me at the moment. 

Q. I just wondered if you knew the names 
of the for hire truckers in Alberta who were put out 
of business through the making of that agreed charge: 
do you know? 


A. No, but I expect it has great 
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repercussions all through western Canada in that- regard. 

Q. Yes, It is quite true, of course, as Mr, 
Macdougall pointed out, that a good deal of the beer 
was being carried out of the breweries and to the 
warehouses by the trucking subsidiary of the brewing 
company; you are aware of that? 

A. I was not aware of that. 

Q. But it is true, as I understand, that 
some for hire truckers also engaged in the carriage 
of beer, and of course that was put an end to by the 
100% agreed charge? 

MR. MACDOUGALL: 90%. 

MR, FRAWLEY: Q. Well then, 10% was left -- 
that would be the small beer, I suppose. Mr. Browne, 
I am interested in what you say on page 13 where you 
are urging that a way of dealing with the problem is 


to simplify the appeal procedure with respect to 


agreed charges, and I am wondering -- because you agree 


that the present appeal procedure is pretty unsatisfact 

A, Yes, in my opinion it is unsatisfactory. 

Gy Yes, and for what it is worth, in my 
opinion too. Now, Mr. Browne, have you given 
consideration to the merit of returning to the former 
procedure which would require the Board to first approv 
these agreed charges before they came into effect? 
Would that not be even better than simplifying the 
appeal procedure? 

A, No, I do not believe so because I do 


not think the intention is to prohibit the railways 
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or to delay them in going ahead. If it is a proper 
charge I think it should be able to put it into effect, 
I think it will be a matter of opinion, and I do not 
think the railways should be stopped for a matter of 
months so that a shipper would be delayed from getting 
the benefits if it is a legitimate one. But, I do 
think if it is not a proper rate there should be appeal 
procedure provided, 

Qs Well, the effect of the appeal would be 
to set aside the agreed charge? 

MR, MACDOUGALL: Not necessarily. 

MR. FRAWLEY: Q. That would be the objective 
of the appellant? 

A, Yes, but it would not prevent the 
shipper from taking advantage of the rate if it were 
a legitimate one. 

Q. You would be satisfied with the ordinary 
appeal under the Railway Act rather than a return to 
the prior practice of requiring the approval first to 
be granted by the Board? 

A. Weill, I have stated that I feel the 
Board has to give more emsideration as to whether 
rates are compensatory, to defining what compensatory 
rates are, and to defining a proper rate, There have 
peen very few occasions where the Board has questioned 
the railway as to producing any figures, and I believe 
more consideration needs to be given to that aspect 
of it, but at the same time I do not feel the shipper 


should be delayed from getting the benefit of a lower 
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rate, 

Q. You think there would be delay in 
requiring prior approval by the Board, and you do not 
like that, but you would like the procedure simplified 
whereby you could get the Governor in Council, or 
some other body, to upset it later? 

A, Yes, I think the appeal procedure at. 
the present time is practically non-existent. There has 
been no appeal every prosecuted under that clause, and 
I believe it would be not too much easier, but it would 
be better than allowing an appeal to the Minister, 

Qs You say there was no sucessful appeal 
-- there were attempts? 

A. I was not aware of the fact any had been 
made, 

Q. Oh yes. If my friend Mr. Sinclair will 
allow me to give evidence, I tried the procedure and 
I agree with you that it was pretty inadequate. 

Me. Browne, on page 14, in talking about 
piggyback service, I would like to clear up something 
that has me completely confused. You say in the 
second sentence of paragraph 2: 

"Tf this condition is not met -- and it is 

possible that it can be met only through 

legislative changes -- then aie aakeatiad 

and ocasionally unreliable non-licenced 

operators or private carriers ...", and so on 

"Private carriers" I understand. "Unreliable 


non-licenced operators" I do not understand. How can 
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there be such a thing as a non-licenced operator? 

A, My understand is that there would be 
nothing to prevent anybody from putting the truck on 
the railway in Vancouver, assuming the railways would 
accept it, and taking it to some other point in Canada, 
He is not travelling over the highway and he would not 
need to be a licenced operator. There is no legislatio 
I can see that would require him to be licenced, 

Qi "Unreliable", I do not know what you 
mean by that, but we will let that go. But, 

“non-licenced" -- you cannot take your truck out and 
travel ten feet without a licence? 

A, He would not have a highway licence. 

He might be licenced in the city of Vancouver and in 
the city of Calgary, and it go and operate in both 
of those cities and have the effect of an inter- 
provincial carrier without being licenced. 

Qs That is exactly right. In other words, 
take Dench of Canada operating from western Canada and 
owned by the Canadian Pacific Railway Company: they ar 
now carrying on quite a large business, 

A, I believe so, 

Q. And they can move these trailers from 
Calgary to Edmonton without a licence from the Department 
of Highways at all. 

a In’ so far as I know, there is no 
regulation about that. 

Q. That is right. They move the goods from 


the warehouse in Edmonton to the ramp at the team trackg, 
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or whatever it may be, and put that trailer that has 

a city of Edmonton licence on it and take it down to 
Calgary and obtain -- and, of course, they would have 
to have licences in both cities -- and take it off the 
ramp and deliver that right at the destination in 
Calgary, and without any highway licence at all. You 
understand that can be done? 

A, That is my understanding of the present 
Situation, 

Q, There is only one other matter I want 
to ask you about, and that is at the bottom of page 
16 where you say: 

"The basic principle, from which all the 

recommendations follow, is the belief that 

the best, most impartial, and most efficient 
regulator in transportation, like in any form 
of economic activity, is competition." 

It was because of that I called your attention 
to something you had said very much like that in 
paragraph 35% holding to that view, as you do, Mr. 
Browne, I take it that you do not favour this business 
that is sometimes called the regulation of entering 
into the trucking business? 

A, Do you mean there should be no 
restrictions whatsoever -- that anybody would be 
allowed to go into the trucking industry? I believe 
every operator has to be licenced and meet certain 
conditions. 


Q. He has to have a licence plate and obey 
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the weight instructions, and he has to see he has a 
proper insurance for his financial integrity, but he 
does not have to have any franchise to enter the 
business, as it were -- that is what I call it, and 
some people call it the regulation of entry. I take 
it you would agree your commendation of competition 
as the best, most impartial and most efficient 
regulator means that you do not favour these 
regulations which require the trucker to become 
franchised? 

A, No, I would not say that would 
necessarily follow. 

Qe If competition is the best and most 
impartial and most efficient, how can it be improved 
upon by having something that says he has first to go 
to some little highway traffic board and get a licence? 

A, Because a shipper has to be protected 
to the extent he should be assured of continued service 
among other things and therefore we do not want people 
going in today and out tomorrow, and there has to be 
some assurance there is business there and that there 
is some necessity for his service. 

Q. I will only ask you one more question, 
Mr, Browne; have you heard of any shipper in Alberta, 
big, medium or small, who has complained about the 
continuity of his shipments in that province? 

Ay I am not aware of any. 

Q. We have not got any regulation in that 


province, Thank you very much, 


i is & een on sud 


at tad.’ 


ia 
eit et sexd 


; i | Hee 
forviveqmos to. gelsebeiessRos aTHOY SO7QHs oO b tie fe ee t 


Al 


Tis vaom bas istdaaqms teom , tae sd oid aa 


eens avovet doa ob got Teds 'e 300 tose [eget ia 


f 
} " - 
, 
. = ' 
‘ 


- omoosd of tector? od? et ivpes dotetw enotéatugen 
theebtonatt 


{ 
f } 7 , sl he vs, ol ah hal das eae i a HA, coy | 7 
; | Sd ST RS ORR Ae RE TO ae a gr 6 A 
' 


et th bathe rend aalmnae 
Se BIDE fo bah ane v. tha Ao is te) qa 


in “~ ih res a . > “ems : _ f oh iat P 
woray., 8 ven] isot oflGeadw yewdatd sivatl enoa oF 


Loe . Silos ke HNewwegs ad blvotse of tas TLE 9 ont oF 


, ¥ . p ‘ lee pe 
115M Od OO. Bw oro Teveas ORS Rea te cacti “poems 


= gas — . 


«i 


re he res rAbod i tf antop 


is ne Ses 


we 
a 


oe 


 . 
“> 
| 
a 
~) 
’ 
3 
iw 
Py 
i‘ 


‘sad et eyedd sonecrnees smog 


nw 


Soiviee shat tok Ylhaksown smon ae 


i rT _ : 7 
ace _— a od hag 
OS tig 


, tes YL Rete, Zz sf 

shiedl4 of tw99lAe Yaw Yo bused yoy ded (Semone 4% | 
osatey qooo saat onw’, [feme no autho 
ieanivets tadd wt nonbegide Ske 2s’ wei te 

. UaR ‘te suneiiphoasaned. P oh) 


/ Taw at aeigel aah Lad jee dott: evad ow 


oa - 
be o : ae) (Nas 7 
» vide i 


ry) ye ne i 
A 


ANGUS, STONEHOUSE &co.LTp,. Browne 20278 
TORONTO, ONTARIO (Bal ch) 


MR, SINCLAIR: I have no questions, Mr. 
Chairman, in view of the questions put by Commission 


counsel and my friend Mr. Macdougall. 
BY COMMISSIONER BALCH: 


Q. I just have one question, and that 
econeerns the Lord's Day Act which Mr. Frawley was 
discussing with you. You do not say it here you are 
in favour of repealing the Act. It just looks to me 
like a statement. Do you think the restrictions should 
be taken off -- speaking oie the public side of it 
and not the railway's point of view? 

A, It does seem to me this is something tha 
would add to freight rates by making it more difficult 
to operate, It is something I am pointing out as 
another of those things that need consideration, and 
it would have to be decided which is more in the public 
interest, whether helping to reduce freight rates or 
helping to reduce traffic on Sunday -- whether that 
would be in the public interest. I am in a position 
to know what is being added to the cost of 
transportation by the fact they cannot operate on 
Sunday and I think the Board would have to consider 
what handicap that is and whether or not it would be 
more,as I say, in the public interest to have that 
changed or whether it is not a serious handicap, 

Q. Would you know, although there are 


restrictions at the present time for perishable goods 
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and so forth, that that is not being strictly adhered 
to across the country? 

As I understand it is only where an 
information is laid by somebody that firms are prosecute 
but nevertheless, they are subject to the control of it, 
and I think in most instances the companies refrain from 
operating on a Sunday so they do not come in conflict 
with that Act. I do not think anybody should be in the 
position of having to violate the law to operate his 
business. He should either be operating or not, and the 
law should be clear. 

Qe Can you visualize what the highway would 
be like on a Sunday if they had the restrictions fully 
lifted -- with the deaths we have at the present tiie -- 
what it would be like if it were like week days? 

A. Well, trucks are no involved in accidents 
as much as cars. The drivers are experienced and very 
safety conscious on the highways and I do not think 
they add that much danger to it. 

Q. | No, I do not think the truckers themselve 
but the congested highways. 

A, It may be they should be restricted to 
certain hours. Sunday takes in 24 hours, and thera 
is no reason I can see why they should not be able to 
travel on Sunday night. It is the practice of truckers 
to operate at night on the highways, and there may be 
some halfway measure there. 

Q. They cannot start at midnight on Sunday 


-- or is it midnight? 
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| Yes, I think they can start after 


midnight. 


BY COMMISSIONER MANN: 


Qe Most of the questions I had in mind has 
been asked by counsel, but I do have one. You advocate 
on the aheis that the federal government should plan 
transportation investments -- that is your representation? 

A, Yes, sir. 

Q. And the purpose . of that is so that 
there will be no unnecessary expenditure of public 
money? 

A. That is right. 

Qe When you had your discussion with Mr. 
Cooper you dealt with this point at page 9 in paragraph 
34 and I just want to draw your attention to this: 

"Tf the disadvantages of the areas of 

Canada which are located far from their 

markets or supply sources are to be 

diminished, the way to do it is through an 
aggressive and planned program of cost 
cutting investments, since by this method 

the source of the problem -- high costs of 

production or distribution -- is attacked and 

not its manifestations," 

What kind of investments by the federal 
government do you have in mind would cut costs of 


distribution? 
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A, Well, as I said, I think in many 
instances goods could be manufactured in the area 
rather than be brought in in the first place and I 
think in some instance it may be that a highway would 
cut the costs compared to what we have at the present 
time, 

Q. . And if the state built such a highway 
it would upset the competitive balance, would it not 
between various carriers? 

| A, It might do, yes. 

Q. So therefore it would have to look 
very carefully in its construction of highways to the 
effect such highways have on competitive agencies of 
transportation? 

A, That is true, 

Q@. In your federal investment planning 
do you see any need for extremely close cooperation 
between the federal investment planning body and the 
provincial authorities, particular with respect to 
highway construction? 

Ay Yes, I would think that would naturally 
follow, and that there is a good deal of cooperation 
now when we have a cost sharing arrangement on the 
Trans-Canada Highway. 

Qe Under such cooperation the federal 
investment planning board might very well find its 
planning efforts frustrated? 


A, Yes, that is true. 
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1 

2 MR. DRYSDALE: Mr. Chairman, there was 

he no re-examination, but I would like to make a state- 
4 ment from the point of view of clarification . 

5 I should state, first of all, Mr. Chairman, 
6 in raising this particular problem that I am 

7 sorry to have to do it now in the form that I do 

8 it. I should, by way of explanation, state that 

9 I was not retained by Mr. Browne until in the early 
10 part of last week and Saturday was the first 

11 opportunity I had to go over the material in the 

12 transcript and again this morning shortly before 

13 nine o'clock. was. the first opportunity I had 

14 to discuss this particular matter with Mr. Browne. 
15 I am referring specifically to the point raised 

16 by Mr. Sinclair at Page 10,750 in*the transcript 

17 on May 2nd, 1960, volume 60. At this particular 

18 time he took objection to the fact that Canadian 

19 Trucking Association was going to introduce a 

20 new Highway Transport Act and he stated: 

21 "So therefore at this time I rise to 

22 object to the Commission that in 

23 proposing to introduce evidence and 

24 documentation, including a new highway 

25 | transport act, the Canadian Trucking 

26 Associations are asking this Commission 

a7 to exceed itsjurisdiction, which is severely 
28 limited by this order in council. Thi&s 

29 order in council does not vest in this 


30 Commission, in my submission, respectfully, 
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1 

2 jurisdiction to inquire into transportation 

3 in Canada; it restricts it to an inquiry 

4 into railway transportation in Canada and 

5 matters relating thereto. " 

6 These were words of Mr. Sinclair, and in 

7 fact he goes on at Page 10,751, and L,am taking 

8 this in the middle of the paragraph. If the 

9 material which goes before is relevant; if I am 

10 being unfair to Mr. Sinclair, duwould ask him to 

11 raise it. 

12 At Page 10,751: 

13 "Tndeed, although they are here as 

14 Canadian Trucking Asgbeiations, their proposed 
15 legislation covers the bus legislation, 

16 and surely their name shows that they are not 
17 speaking on behalf of the bus operators, 

18 and the bus operators, naturally, expect 

19 not to be here, and in my respectful 

20 submission their jurisdiction does not 

21 extend to air transportation in Canada or 

22 to pipeline transportation in Canada; it 

23 does not affect all aspects of transportation.|" 
24 Then, Mr. Chairman, further along in commenting on 

id the effect of the Commission appointed by P.C. 

26 6033 the Chatimwan saids: 

27 "Mr. Sinclair, I haven't a copy of the 

28 order before me. We, of course, reserve our final 

29 ruling on the matter, but I can say that the 

30 


submission somewhat surprises me, as I felt we had 
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pretty wide scope in our inquiry in the matter of 

transportation and that we would require generally 

to deal with transportation policy as a Canadian 

matter. However, we will reserve --" 
And then, of course, Mr. Hume replied to 

that particular statement. 

Then, there was a ruling made by the Commissio 

which I will refer to. This is in Volume 61, 

May 3, 1960, Page 10,918 and Mr. Cooper is speaking: 
"The Commission has considered the 
objection made yesterday by Mr. Sinclair 
and supported by Mr. MeDonald to the 
admissibility of certain evidence, including 
a proposed highway transport act of Canada, 
contained in the submission of the Canadian 
Trucking Associations. 

The Commission has decided that the 
evidence objected to, including the 
proposed highway transport act of Canada, 
is relevant to this inquiry and is therefore 
admissible. The Commission so rules." 

The point that I wish to raise, Mr. Chairman -- 

and Ido so in order to have this matter on the 

record because I think it is fairly important, 

and I do go with no reflection on Mr. Sinclair -- 

(I might say that at noon time I advised Mr. Cooper 

that I was proposing to raise this particular point 

and I was able also to mention it to Mr. McDonald 


and Mr. Macdougall. Mr. Sinclair was not present at 


a 


te roscoe ong ax 


m . ety A sete ry iq of 
| iletreces einen bixew ow ‘tad 2 


| 


od bet Lest eat W la) emma, - amon bak an < at ‘a 


7 


pure ete maiuotsene ¢ a 


obaatmmad odd yd abam aativs 6 say orodt aoe ie 
iy) 
| £3 esmuleV aft al atft of x00 LLiw pe otdw 

} = 

1. ‘ melee eu Ol 

inoiveeqe af teqood .«M bas GLO,05 oust ORE ak at 


nt bevebteceos een nolee Lede ont 


eres 
a — « 4 


rates ad ee re. < Fr ions daly eh sl 2 ge 
Eslonké. .wS va Usprede: TY SOR MOC TO9,G9 


* 


eee oe ~~ ESS ee 


lm ell ell beet a | ey ae ya ay Oem oat rpg 
eA cee, G hel * A‘ 7. ty Sing 7 OPA . tae Gay ry 


“ 


» - «< i oT is 
ry Pr, oe 7 i ane rae 5 RA a oe Vilhes ee. 4 Ah, “a Mie’ as 
nid Soave Bae sen . ae he RRR at 


SN A Ee Na a I — a comm 
al 
a 
og 
5 
2 - 
a 
= 
2 
z 
had 
== 
‘ 
ae 
< 
Sc 


SS a 
< 
— 
— 
ire 


Bose) ‘ko toe Progamesxyd yawdain, bewegowy & 


a Sage 


cs 


’ Suk a @ , ay en a vr 
a CMs as ft he vg if ee ors ie ot . 


2 
? 
| 
a 


ih wo r f P iat ai 
ni, “ot mp i ae ge ‘ rl wn fa veg ath ween 
bal Td ul UJ HAP Tay P ar i a iJ) RSA Nee ae adh ru t? f LT, mi Piety we mF t 4 


; ~“ 
-— 


aa ‘ ee oe ee ne vey 
ep haed ert ¥ DOTSOLCO 9SOusaL ve 


5 ar ~ 


“ane 


= 


OR ipsa ie dk da i i aa ll moa ees ee ee ibid kb inet 
peti: Ge goi@giomeg of? walt iaminhe of 


; + a 
sid mo teddam aidd evan. oF seb%o at) oe, Ob /\I Pa mae 

‘ ne iM P) Li 
<tass soon KEMEMT ei tt abet I savaoed be ME suits 


- 
a=. 
t 4 


& 
— thalonka i's 19 ol Sool’ Lot O4i rHéiw oe ob 2 hms 
Toqoo? Lau heetyba - sme tone: ical mad we 
tarog stivoldved. ata 


| oe as 
ole art * yb § OF Phy ne 
; re dada AY 


he insne%y ‘tom Bow wake sii | | 


iin 
ot + Agi Th a ” i Aa 


ANGUS, STONEHOUSE & CO. LTD. Drysdale 20285 


TORONTO, ONTARIO 


the time, and in fact I have not met Mr. Sinclair, 
but I understand he is the gentleman in the blue suit 


at the far end.) -- I raise this point only in the 
event that sb JjacGion be. +elken #hiet+no 

notice was presented Qf my intending to raise this 
particular matter. 

However, there is a eretbu cal: because Mr. 
Sinclair, reading the oe ae eee did 
not notify Mr. Hume. 

THE CHATRMAN: What is your point? 

MR, DRYSDALE: The point that I wish to 
clarify, first of all, Mr. Chairman, is as to 
what capacity Mr. Sinclair is appearing in the 
present hearing. For that, I would refer to the 
first volumne where the hearings were held at Ottawa 
September 17 and 18 1959, and I should point out 
that when counsel were identifying themselves and 
advising the Gommission as to who they were representin 
Mr. Sinclair, at Page 7, said: 

"Mr, Chairman, members of the Commission, 

my name is Ian Sinclair. Associated with 

me is Mr. Wright, and we have the honour 
of appearing before you on behalf of 

Canadian Pacific." 

There is no indication in the transcript; it is 
perhaps a very narrow technical interpretation, 
but referring to the way that Mr. Sinclair has 
perhaps represented himself it is, of course, 


probably obvious that he is representing the Canadian 
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Pacific Hailway. But in the 1959 Annual Report, 
under the list of companies that are controlled, 

or investments, or controlled companies -- and this 
is Page 27 of the 1959 Annual Report -= among 

those listed is Canadian Pacific Airlines Limited, 
which is a controlled company; another one is 
Smith Transport Limited, which is a company owned 
by the C.P.R. in the trucking\business; and, 

also, Smithson's Holding Limited. 

Mr. Chairman, there has been no appearance 
by any of the airline companies, either CPA or 
TCA, and I would suggest the situation is analagous 
as far as TCA is concerned, because in their 
Annual Report -- 

THE CHAIRMAN: Well, I think that we 
understood Mr. Sinclair is acting for all subsidiaries 
or controlled companies, and Mr. McDonald likewise. 

MR. SINCLAIR: No, sir. I must make 
clear that insofar as Canadian Pacific; Airlines 
are concerned, and ingofar as Smith Transport 
are concerned, I have no instructions from them. 

I am representing the Canadian Pacific 
Railway Company in respect of its operations. 

Insofar as this other thing, I assure my 
friend he has not taken me by surprise at all, 
and even if he had it is a very easy matter to 
answer because I happen to know something about 
the three companies which he mentioned. He 


mentioned three: Canadian Pacific ’ Airlines, 


ial i 
‘etas hres ae ssranciie portentaon 10 


aroma =< stoqer Lenrat Cat el | 
‘Gwaennt rentovrn ot ‘iinet cama 4 | 
i a i cae re 109 aodaas ae ae ' 
‘pean crenewos a ot riot bed bet shogaiaser ote 
hewn (shentautiien blogs wild wt gle a rte: o 
bod twky 's pat Lott e neaid tnd oat 


on tesd ser ators | stent ing nt 


ert a ort to. eet) ve 


I: et ml ig 


wittea Os eunane Bain w az bas on 
chk BRIBED eo , bear sorts at Ade "ee at a 
* acest tenth 
Ui tew Peat sort 
are Lont Bi bdod) stobes 
4 ecg 9 ac “ noo" "0 ; : 
ENON WIE ae 
i ne tbans> Be) no Yoser! tat aael. . 
ed Las as woroRiit brie ioe DéteteonOe a4. 7 


anation eat Bart mt sve ei T ,Oomiepmes Su8 
j x ; ' f ie 


ie oft yeldmessrqes we’ TL | 


Mt 
A 

| 
"] 
ae 


yn ewwanus LT .gmtay gento anit a8 = ong. 
486 38 se Psst Co oar anise sie asi on 


iy 
oF ‘ed Sin ‘tiie vier B ae 9 at on ta Bs 


; 
fi 

by 

a I 


om 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Drysdale 20287 


Smith Transport and Smithson's Holding. I happen 
to know something about those companies, and they 
have instructed no counsel to appear in front of 
this Commission to raise matters that would affect 
railway transportatinn or matters relating thereto. 

MR. DRYSDALE: Mr. Chairman, I thank 
Mr. Sinclair for the information. Mr. Sinclair, 
as well as being the Vice-President and general 
counsel sf the Canadian Pacific, is, I understand, 
a director of the Canadian Pacific Airlines. 

MR. SINCLAIR: And the other two companies 
that you mentioned. 

MR. DRYSDALE: The point that particularly 
interests me, Mr. Chairman, is the fact that the 
information seems to be coming predominently from 
the railway aspect of the companies, and the 
indication @n the point of jurisdiction raised by 
Mr. Sinclair would also, it would appear to me, 
permit the airline companies to come forward to 
perhaps suppléfent the points raised by-“eoth the 
CPR and CNR as to the loss of passenger traffic 
and, I think, also as to a considerable loss of what 
you might Sescribe as 1l.c.l. traffic. I think, 
frankly, for the Commission to make a sensible 
recommendation that it should be, perhaps, in 
some form before the Commission -- whether it is 
merely filed as a brief, and Mr. Sinclair instruct 
the CPA to ask him to file a brief, or whatever 


the procedure ig with relation to the subsidiary 
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companies, sa: hat Ynf met ty nd would be before the 
Commission. I would submit at the present time 

that all we have is the Canadian National and the 
Canadian Pacific Sy unreeantee: particular problems 
which they have done, and I could give the references 
but I think the Commission is well aware of 


the problems with reference to the decline in 


passenger. 
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I think it is important to find out as to what the TCA 
and CPA are going to do in the future. For instance, in 
the last past week I see where TCA have cut their 
Vancouver to Montreal rates by 25% and are going to 
increase some of the short run hops, for instance, from 
Montreal to Ottawa on the basis that the majority of 
costs are in take-off and landing. I ascertained on a 
very fast perusal of the transcript that this type of 
first hand information is not available and I thought if 
it was not going to be made available it should be clearly 
on the record that Mr. Sinclair -- there is no HP ad E10 
on Mr. Sinclair --- 

MR, SINCLAIR: I am not sensitive. 

MR, DRYSDALE: But if he is just representing 
the Canadian Pacific Railway as a railway and trying to 
get the increase in rates for the railway and in a sense 
pushing into the background Smith Transport and also OPA 
I think that point should be quite clear and the 
Commission should, in making an assessment, consider 
whether or not they should have reports particularly fro 
Canadian Pacific eters £8 Also if there is no 
depeeiionieaed enter Mr. Sinclair's instructions, to 
ascertain as to what wigt is to be given to CPR and 
Canadian National representing just the one aspect in 
what the Commissioner himself has indicated was a 
general assessment of the impact of the situation. There 
is ‘nothing before us from the pipelines and I am 
raising this, Mr. Chairman, as a person interested in 


the overall picture for a matter of clarification of the 
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record, I do not represent the pipeline companies, 
railways, airlines or anything else or any other 
transportation media and it is merely a general interest 
of investigating the matter thoroughly so you can bring 
forth the best recommendations in the general public 
interest. 

THE CHAIRMAN: Well, we have had now over 
20,000 pages of evidence, we have advertised in the whol 
of Canada for witnesses to come forward and many have 
come forward, Our research department has done a great 
deal of work and we feel that this is a matter that is 
very much related, 

MR, SINCLAIR: Mr. Chairman, if I may 
interrupt, my learned friend said if it is our intention 
to push into the background all other aspects of the 
CP interest in transportation, This, of course, is not 
so. The position of the Canadian Pacific in regard to 
the merchandise services and necessity for integration 
has already been fully represented by Mr. Emerson. 
Certainly the CPR situation with regard to passenger 
service has already been fully put in before the 
Commission, It might take my learned friend Mr. 
Drysdale by surprise to find that the airlines have 
recognized the need for taper in rates but that is an 
old recognition insofar as freight is concerned on the 
railways and a matter that we have had with us a long 
time, While these things look somewhat startling it is 
completely wrong to say that we are pushing anything int 


the background and if CPA believed that they needed to 
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be represented before this Commission or that they wishe 
to file a brief I can assure the Commission that the 
knowledge that the Commission was in existence was known 
to them since last May. I hope the Commission will take 
from me that the boards of directors of these companies 
had knowledge of the fact that this Commission was 
sitting and they had knowledge, further, as to your 
rulings as to this Commission. If they felt they had 
something to add to your deliberations beyond what you 
had already before you, I am sure they would have come 
forward. 

MR. DRYSDALE: I would Like to comment on 
that particular point. Apparently up to the date of May 
2, when they were at volume 60, approximately half way 
through the proceedings there was a jurisdictional 
objection raised by Mr. Sinclair, counsel for Canadian 
Pacific, a director of Canadian Pacific Railways and 
who I would suggest could be the person who would 
recommend to the CPA as to whether or not they should 
appear. 

MR, SINCLAIR: Just a moment, I do not think 
you can assume anything as to who would recommend, I 
represent who I represent and being on the board of 
directors I represent the interest that pays me on the 
board of directors and nothing else, 

MR. DRYSDALE: I do not think that has 
clarified anything but I would put it this way, that as 
general counsel of Canadian Pacific Railway I assume 


that great weight would be given to your observations. 
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You stated that you do not think it would apply to air 
transportation in Canada so I would find it difficult 

to see if you said, as of May 2, 1960, that it does not 
apply to air transportation in Canada you would, as a 
director and general counsel of Canadian Pacific Railway 
recommend to the Canadian Pacific Airlines that they 
appear --- 

MR, COOPER: Mr. Chairman, I think my learned 
friend should direct his remarks to you and the Commission 
rather than to other counsel here, 

MR. DRYSDALE: I was speaking of --- 

MR, COOPER: Just a moment. May I say I would 
not want any reflection to be cast on this Commission 
by any remarks made by Mr. Drysdale, that anything 
included within the terms of reference of this 
Commission has not received the attention of this 
Commission. The Commission has been well aware from 
the beginning of May, 1959, of its terms of reference, 

I can. say as Commission counsel that I have been careful 
myself to obtain all possible evidence from the witnesse 
who have appeared before us as to air transportation 

and anything else which might be of interest and of valu 
to this Commission. We have a considerable body of ~:: 
evidence built up that way on the matters which Mr. 
Drysdale has brought before the Commission this 
afternoon. I might also say that enquiries have been 
made from time to time by the Commission's staff itself 
on these matters. I might further emphasize what has 


already been said, that this Commission had published 
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the dates of its hearings from time to time and that it 
is not in a position to insist or force any attendance 
before us of any particular body whether it be an air- 
line or otherwise. I think in the light of those 
considerations that the Commission has given proper 
weight to the considerations which have been brought 
before it this afternoon by my learned friend Mr. 
Drysdale, 

I cannot make any further suggestion or 
recommendation in this respect in view of the fact that 
the Commission has no -= I should not say has no power, 
but at least the Commission can only, in the ordinary 
course of events, receive briefs presented before it 
by persons who believe they have an interest in being 
here, We have not as yet and I do not expect we will 
have any formal brief from the airlines. 

MR. DRYSDALE: I do not wish to repeat it 
again, but I would like to draw to the attention of the 
Commission that the Royal Commission on Transportation 
of 1961, better known as the Turgeon Commission had a 
brief presented on the matter of air transportation whic 
is chapter 13, page 259 and a brief presented by 
Canadian Pacific Railway Company on the matter of air 
transportation. I would suggest, Mr. Cooper, if a 
comparison is made of paragraph 2(a) which is the Order 
in Council setting out the scope of the Commission to 
the present Order in Council and bearing in mind your ow 
observations, I feel that the situation is wide enough 


that there could and should be representations. I know 


: ‘sonthro rs ns : eon a a cadhies an 
ie 


iY ee . Y 
| Sere ws’ oa de nation shod notre 


‘seokt Ro Belyst’ sate at saint bee ; 
: vn i ae awit} 
‘Taqotg tov ig ae. oo. emBeMo' aed ‘ai iene hh 


corre mised owiscd rio katie’ tnottezebrende eit ot shes: 


ie 
y \ k ey: : 
] . eee hey) q 
ee 
L 


4 t 7 
we ; 


Soecess |efay of motdabas DENCY oon 


or eet 


> 


A ‘ bins sie i Jah 5 
no Leekuinoh wed Vener, 
“gwd Bammer 4s Ene 8 
OVsi led oe eqns 


ae 


wort Selud Lavinolt vas evad. a 


afl 
* 


i? dad? wotedimaied oF 


a awomt “satded, Lae 


Beg et a 
A 


Dae, 


GARGHOD YEwlles of tt 


jtesh%ave Bleow £ pene 
; ae 


: 
tgs traeieg: te! Shen ee 
‘edt ‘to gone ent a0. gardten be 
eal 


UO DLL lm  0t aaa" bax i sees i at 


1 \ iy Rov 


pyuens ot of oh a 
‘ ‘hd 7 palin vie ie iy 


1 


ANGUS, STONEHOUSE & co.Lto. Drysdale, 20294 


TORONTO, ONTARIO 


Mr. Sinclair, at page 10859 of volume 60 dated May 2, 
1960, in reply to a question by the Chairman, page 
10858 said: 
"The Chairman: Would you say that one of the 
problems relating to the railways transportation 
or the problems relating to railway 
transportation were caused by development 
of trucks, 
MR. SINCLAIR: No, sir, I would not say that. 
I would say that the problems relating to 
railway transportation are caused first, -- 
I thank Mr. Mauro for bringing it to my 
attention -- by the statutory grain rates, 
That is my problem, 

Secondly, that because of changing travel 
habits in the passenger field, there is this 
phasing out by the railways of which we will 
on direction of the Commission have something 
to say at a later time, but that has nothing 
to do with the problems of the trucking 
industry; that has to do with private 
automobiles and aeroplanes and, to a minor 
degree, busses." 

THE CHAIRMAN: Well, what do I understand 
you are suggesting, that we call here the Canadian 
Pacifie Airlines? 

MR, DRYSDALE: What I was suggesting, Mr. 
Chairman, I am not trying to rock the boat at this 


very late date but in reviewing the transcript it was 
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not clear as to who Mr. “inclair was representing, 

MR, SINCLAIR: It is clear now. 

MR. DRYSDALE: It has been cleared up at the 
present Gime. I was suggesting, even as a controlled 
company, that ir, Sinclair would be in a position to 
at least suggest to CPA that perhaps they submit a brief 
which would be filed setting out the situation with 
regard to the future in the passenger field of CPA, 
Also, I would suggest the same thing for TCA and also 
the future position which I think is very important as 
to the competitive aspect of the airlines in carrying 
goods. The aeroplanes are able to carry heavier and 
heavier goods and I think that is a very, very important 
aspect of the whole picture. JI raised it, Mr. Chairman, 
perhaps with the naiveness of an outsider but when I 
reviewed the people who were representing briefs before 
the Commission I could not help thinking that they were 
primarily localised interest people who were perhaps 
raised in the tradition of the old railroader., I would 
suggest that Mr. Sinclair might be in that particular 
category and I do not mean it as a reflection. 

MR, SINCLAIR: I must tell you I have had 
something to do with airlines too and I assure you I 
expect to have more to do with presenting their view 
in the future and at the appropriate time. Do not say 
too much about me being brought up in a certain --- 

MR, DRYSDALE: It is no reflection on you, 

I have not appeared before the Commission before and it 


was just solely on reading these particular observations 
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that I thought what we had is a situation with the 
Canadian National and Canadian Pacific wearing the hat 
of the railway but having other hats to deal with the 
trucking industry who were not represented as far as 
Canadian Pacific and Canadian National are concerned, 
But the other hats, as far as the airlines are concerned 
TCA and CPA, the only major competitors who are likely 
to take that business were not represented, Perhaps 
looking at it naively I have great difficulty in 
recognizing how the Commission could come to reasonable 
and proper recommendations as to a review of the overall 
picture on national transportation and I suggest: . that 
perhaps the difficulty could be covered through these 
interested bodies should Mr. Sinclair like to recommend 
to his friends that they file a brief. I do not think 
it is necessary to prolong the subject any more PS 


perhaps has been done. 
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MR. SINCLAIR: I can assure my friend if he 
wants to know would I like to recommend that, the answer 
is, no, I would not like to recommend it. Somebody 
else might want to; possibly Mr. Drysdale. 

MBAADRYSDARESy Tekhinkhbhateas veryeamporsan’ ; 
Mr. phatrnawinbe tenes who is going to appear before the 
commission to find out whether or not there is 
jurisdiction as far as C.P.A. and T.C.A. are concerned ? 
If, in the case of C,P,.A., Me. Sinclair’ has said, "No, 

I am not going to recommend they apedar eters Hace 

MR. SINCLAIR: It has nothing to do with 
Suri sdiebiowe, 

MR. DRYSDALE: I think it has. 

MR. SINCLAIR: I assure you, Mr. Drysdale, 
it has not. 

MR. DRYSDALE: This has been the first time, 
Mr. ent iv and we have gone over 120 volumes ae when 
the position of a Sinclair has been clarified as far 
as the record is concerned. He made the statement, 

"— represent Canadian Pacific". I didn't know from 
reading the questions which hat he had ath: and now he 
says, "I am not going to recommend that Canadian Pacific 
Airlines bring forward anything." Yet, Mr, Sinclair, 
or the C.P.R. through their brief have raised the 
problems of the competition of the airlines. I didntt 
raise that. Mr. Sinclair raised the problem of 
jurisdiction. 

THE CHAIRMAN: What are you suggesting we do ? 


MR. DRYSDALE: The only thing I am pointing 
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out is, it is up to you whether you do something or 
nothing. That is entirely within your scope, but I 
think it should be very clear there has been no 
representation at all by Canadian Pacific Airlines or 
by Trans-Canada Airlines; there has been no representation 
by the trucking firms controlled by theme The only 
people who have appeared have been C.P.R. as a railway 
wanting an increase in subsidy and in freight rates, and 
the C.N.R. wanting an increase in subsidy and in freight 
rates. I think there has been one side of the 
picture and not both sides. 

MR. SINCLAIR: ee Chairman, the Canadian 
Pacific has been appeared here asking for an increase 
in subsidy and.in freight rates. It had eatcd for the 
commission to recommend that the grain rates remain at 
their present level and the subsidy for the difference 
of the statutory level be paid to the transportation 

industry on behalf of the western grain producers. 

THE CHAIRMAN: I will tell Mr. Drysdale that 
in our office we have men working on the very subjects 
that he has raised, and in addition to that we have some 
evidence here, We are, I hope, not missing any bets 
in this thing. We feel that, perhaps, in the days 
sone by there has been too much emphasis put on the 
status quo. We feel that while you can't look into a 
erystal ball and tell what is coming from the air, 
you can make an assessment, and that we are trying to 
do. If you want us to do anything further, please 


advise us and we will consider it, Mr. Drysdale. 
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MR. DRYSDALE: Thank you, Mr. Chairman. 
I was just raising this, as I already indicated, 
as a matter of clarification. You have my objections 
and my viewpoint before you on the record, and 
whatever the Commission decides to do is a matter 
for the Gommission. 

THE CHAIRMAN: Thank you, Mr. Browne. 
We will adjourn now until Wednesday morning in 


this room for the cross-examination of Dr. Borts. 


---Adjournment. 
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Ottawa, Ontario, 
Wednesday, 
November 23, 1960. 


--- Commissioner Gobeil not present -- 


--- On commencing at 10:00 a.m. 


THE CHAIRMAN: Order, please. 

Gentlemen, the Commission was very pleased 
that there was progress made by the cost conference last} 
week of experts, and appreciate the cooperation on the 
part of all experts. 

I think Mr. Cooper should now state the 
ruling made last June and read from the report. 

MR. COOPER: Mr. Chairman, I refer to pages 
14070 and 14071 of volume 80 of the transcript, where — 
the Commission laid down the procedure to be followed 
to expedite the disposition of,.the submissions on 
Beutler matters to be presented by the provinces of 
Alberta and Manitoba and by the United Grain Growers 
Limited and the Wheat Pools. I quote commencing the 
last paragraph on page 14070: 

"The Commission is of the opinion that the 

submission in these matters to be presented 

by the various cost experts retained should be 
referred to and dealt with by a meeting of 
such experts and those of the railways under 
the chairmanship of Dr. D.E. Armstrong after 
the evidence of such experts has been given 

in chief and before cross-examination thereon. 


This meeting will be held in Montreal, 
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commencing on a date to be announced, and 
will be attended by the Commission as 
observers, No counsel will be present. 

At this meeting: -- | 

(1) All submissions. above-referréd to 
will be discussed; | 

(2) Areas of agreement and disagreement 
will be determined and delineated; 

(3) Minutes of ee proceedings will be 
taken and a report made by Dr. Armstrong to 
the Commission setting out the points of 
agreement and disagreement between the partie ; 

(4) Opportunity for Peiveuarawieke se 
of the cost experts for the provinces and 
the grain trade in public hearing will be 
afforded by the Commission on dates to be 
ee sgacaa: However, cross-examination will 
be limited to the points of disagreement as 
reported to the Commission by Dr. Armstrong. 

The Commission wishes to make it clear 
&o all concerned that the procedure here set 
out for dealing with this complicated and 
difficult area of its work has been arrived 
at with the objects of saving time and 
expense and of permitting the submissions 
to be developed by the experts unfettered 
in so far as possible by the difficulties 
of such development through the cachushae 


of cross-examination of technical witnesses 
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in public hearings." 

As the Chairman has already mentioned, the 
cost conference was held in Montreal. It commenced on 
November 14, the date fixed by the Commission, and 
ended on November 17. The Commission has received the 
report of Dr. Armstrong dealing with memorandum No. 1, 
“Submitted by Dr. G.H. Borts on behalf of the provinces 
of Manitoba and Alberta and setting out the points of 
agreement and the points of disagreement between the 
parties. 

I now file the statement of such points of 


agreement and disagreement. 
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November 23, 1960, 


STATEMENT setting out the points of agreement and point 
of disagreement with respect to memorandum No. 1 
submitted by Dr. G@.H. Borts on behalf of the provinces 
of Manitoba and Alberta arrived at between the parties 
at the Cost Conference held in Montreal November 14-17, 
1960. 

Page references are first to the memorandum 


submitted by Dr. Borts and second to the transcript. 


Points of Agreement 


The following changes were agreed: 


1) (Pie? eee 
p. 19122, line 4 - substitute "tracing" for 
"allocation" 

2) p. 3, line_9 
p. 19122, line 18 - substitute "correlation" for 
"association" 

3) p. 4, lime 15 
p. 19125, line 19 - substitute "31" for "27" 

4) p. 5, line 4 
p. 19126, line 19 - insert after the word "clear" 
the words "from the statistical tests" 


5) p. 12,. line, 6 to, p..13, line 20 - 
pp. 19137 - 19138 - The Canadian Pacific will 


re-run this model omitting Quebec. Dr. Borts 
will accept the original model with this 
qualification. 

6) p. 40, lines 10 to 14, p. 19188, lines 11 to 17. 
Delete all words "There are no..." to and 


including "For these reasons" so that the paragraph 
begins "We have decided" 


“as gophibaine 


i OM Zag ey fied Le oR 


i fortsd My 


dé $e bewlhrae, sidlhhinee tae sa nee 
7 ny is in oe th na ae 


ied souerHta08, ta0d 5 


aL : 


pessoal 


i 


sic: laid al 
pata tn ey 
big ey 4087 ad “Go bods bedue. i 
i ‘al eos 
"4a a | 


st 
7 at 


aft 
} 


J OMS Sa fi te a siaiot | 


rhein py Saf nee nn aeeind 


rT; P hatte gl hy) ix 
Cet ay psovitel ty sats.h 


—— ~ 
z f, 


ei 


coe 


a 


‘i 
a 


anit 
el enil 
aga 
oe of Pi eas f 


e™ ow 


BELOL = TESeL 
rae abom ace | a 


oe Leatuty | tt tynvod 4 KRie 


ANGUS, STONEHOUSE & CO. LTD. 20305 


TORONTO, ONTARIO 


1 

2 Points of Disagreement: 

3] LP. cep lee 

4 p. 19119, line 3 to 6 - 

5 The Canadian Pacific objection to the first 

6 sentence of paragraph 2 is part of a general 

7 objection to the treatment by Dr. Borts of 

8 geographical effects. Because of this general 

9 observation, they argue that the criticism of Dr. 
10 Borts is not well taken. All parties agreed that 
11 the inclusion of a variable to reflect the effect 
12 of geography on maintenance would be desirable, 
13 In fact the CNR has used such a variable, The 

14 CPR maintains that the only variable which might 
15 be significant is curvature and they stated that 
16 on the basis of engineering grounds they do care 
17 feel it out a be significant and therefore ave 
18 not spent the many many months which would be 

19 required to create an appropriate index. Since 
20 they feel curvature is the only appropriate index 
21 they reject the use of any other variable in its 
22 stead. This general objection underlies 

23 particular objections as follows: 

24 Ta). p. 3, lines 8 to 17 

25 | p. 19123, lines 11 to 18 - 

26 The Canadian Pacific does not agree that the 

evs facts alluded. to support the inference that 

28 geography is important in explaining cost. 

29 Tb ) p..4,-lines 23.to. 27 

30 pe 19126, lines 6 to 18 - 
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In ads hue to the general objection all 
parties agreed that a physical variable rathe 
than a money variable should have been used, 
The position of Dr. Borts is that he would 
have used such a variable had one been 
available. The Canadian Pacific objects to 
the inclusion of miles of track per $100 of 
investment on the grounds that simple miles 
of track would have been the appropriate 
choice of a size related RACAL TE: | 

Tei) pe 5, line 16 
pe. 19127, line 28 - 
On the general grounds, the Canadian Pacific 
objects that the equation fitted does in fact 
indicate that the geographical nature of 
CPR operations explains a substantial 
portion of track maintenance expense, 

7a) Addendum to memorandum No. 1, page 2 
p. 19194, lines 6 to 21 - 
The Canadian Pacific argue that. figure of 
$742.52 as the minimum for track maintenance 
- incorrect and that $1137 is the accurate 
figure. They argue that Borts' estimate leaves 
out a number of factors including repair of 
railway crossings and of eroded sub-grades, 
Mr. Banks loaned to the Commission staff 
further evidence of the minimum maintenance. 
cost of United States lines for which 


abandonment applications have been made. 
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This material is to be loaned in turn to the 
Canadian Pacific before return to Mr. Banks, 
The railways also object to the use of train 
miles in place of gross ton-miles is an 
explanatory variable for maintenance and 
depreciation. The question hinges upon what 
are the factors which cause wear and tear 
of track. All parties seem to agree that 
wear and tear is in fact a function of 
maximum axle weight, the total weight of 
the train, and the speed of the train. Since 
it is not possible to use these explanatory 
variables, something less satisfactory must 
‘be used. The Alberta-Manitoba consultants 
lean to the total weight and that since 
maximum axle weight is found in the engine, 
not the trailing load, train miles are a 
suitable proxy variable. The railways adopt 
the position that total weight of the train 
is more important and that "trailing gross 
ton-miles" which happens to exclude 
locomotive weight is the best of the 
available proxy variables. 

Te) p. 6, lines 5,40 12 
p. 19128, lines 20 to 29 - 
The Canadian Pacific objects that the 
adjustment referred to would not be necessar 
if professor Borts used miles of track in 


the first place. This objection,is -therefor 
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apart of that made in point 7b. 
8a) p. 7, line 3 to p. 14, line 23 

Dp. 19129 line 160 to p. 19140 line 11 -+ 

A series of objections were raised to the 

models fitted by Dr. Borts in an attempt 

to prove the explanation given by Canadian 

Pacific for the expenses of track maintenance 

and depreciation. In general they are as 

follows: 

i. The choice of independent variables is 
inappropriate on a priori grounds, 

The variables selected are not those 
that one would expect to find as 
controlling variables, 

ii. The equations are pyramided, i.e. 
equation ais fitted to one series of 
variables - equation b fits the 
explanatory variables of equation a to 
a second set of variables and it is 
therefore assumed that the variables use 
as explanatory variables in equation b, 
can be related to those for which an 
explanation is sought in equation a, 

The railways argued that no T-test has 
been provided and indeed that they canno 
be provided and therefore it is impossible 
to test the statistical significance of 


the coefficients, Dr. Borts agrees that 


pyramidding is undesifg ble and states 
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that it ds the onky way he could get 
relations with the output units and that 
he is willing to accept the result of 
his work even without the provision of 
a T-test on the pyramid equation and 
that he based this on the T-test applie 
to the equations before they were 
combined, Canadian Pacific argues that 
in some cases the new equations do not 
explain enough of the variance of the 
dependent variables to be worthwhile. 

iii. The railways offer general objection to 
the east-west split. Specifically in 
ee 235 the railways object to the 
Daa e eat son of the system equation to 
the west, 

iv. With regard to the investment regression, 
the railways maintain that there is no 
difference between east and west and 
that therefore the original system 
equation is better, 

Ve The railways argue that both the east 
and west models left out switching, that 
in the east, account was not taken on 
miles of track, and that on these 
grounds the models presented are faulty. 

Sb ) Objection was raised to the manner in which the 

T-test was used to eliminate certain variables 


which the railway feels are important to an 
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explanation of maintenance expense. This 
objection relates to that of the T-test whic 
is discussed below (point 9). 

8c ) pull7; dine 6 
p. 19130, line § - 
The question was raised whether 202b should 
appear in this line, Dr. Borts undertook to 
re-examine his position and to state his 
position in the light of the conversation t 
the Commission start and the Canadian Pacifie 
as soon as possible after the conference, 

9a) --paod4yt Dimes 24 te psd 1l7; Line: 26 | 
pe 19140, line 11 te p..19144, line 7 - 
The railways Setice eaten discussion of 
the use of a 5% probability level on two 
grounds. First, that the appropriate test 
to apply is a one-sided test and that 
therefore when Dr. Borts quotes a 
probability as for example of Lg, it would 
in fact be 7%. It was agreed that this 
point should be argued, in effect, before 
the Commission staff by correspondence and 
could not usefully be dealt with in formal 
hearings. 

9b) The railways agree that they do not adopt an 
inflexible criterion of 5% but believe that 
some flexibility should be made in the face 
of the logical relationship between the 


variables. Dr. Borts stated that he felt 
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ES. tye Move Ls 

that this doés ‘nobvremovechis’ objection that |the 

CPR statisticians have not given convincing 

reasons for accepting regression coefficient 

which would be rejected when a 5% critical 

probability level, (or some other probabilit 

level) stated in advance, is employed. 

10) p, 16, \twe 1 to pl 2) tine 11 

pe 19144, line 8 to p. 19146, line 30 - 
The provincial experts suggest that the use of 
gross ton-miles as opposed to car-miles penalizes 
heavy loading commodities. They state that since 
there is a linear relationship between car-miles 
and gross ton-miles as between divisions, the use 
of car-miles in place of gross ton-miles would not 
change the regression results but would change 
the: cost falling on grain. Since the evidence 
was not examined by the CPR neither agreement nor 
disagreement with this statement was registered. 
The provincial consultants stated that they had 
not, in fact, used car-miles as a basis for 
charging costs to grain, Their point is simply 
that to the extent that some costs are a function 
of car-miles rather than gross ton-miles, the use 
of the latter overstates the cost applying to 
grain. The railways contend that gross ton-miles 
are the appropriate variable to use and that car- 


miles are not, 
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1 

- il) Pe 20, line 12. to p. 38, line 13 

3 P. 19147, line 1 to p. 19182, line 5 - 

4 After an extended discussion on the facts of 
5 multiple car euts , certain evidence on whic 
6 the Canadian Pacific has rested its argument 
7 that the evidence shown by the provincial 

8 consultants for other yards did not apply 

9 to Canadian Pacific operations, was. re= 

10 evaluated. Canadian Pacific is presently - 

11 | | re-examining its position on this matter. 

12 12): ...) Pop 38, line.14 to ps 43 

13 p. 19182, line 7 to p. 19192, line 28 - 

14 The general position of the Canadian Pacific 
i5 is tha: the ‘second method for allocating 

16 | | constant costs ie preferable to the first 

LJ _ method which they used. It would appear that 
18 the Canadian Pacific is willing to accept, 

19 as a proper. interpretation of their reasons 
20 that proper weight was not given to these 

21 costs, the yeasons which Dr. Borts has given 
oH: why they should not. The difference, therefare, 
23 — geems to rest largely on Dr. Borts' statemen 
24 that there are no a priori grounds to choose 
25 between the two methods, 

26 THE CHAIRMAN: Mr. Sinclair? 

27 MR, SINCLAIR: Yes, Now, Mr. Chairman, 

28 before I commence my cross-examination of Dr. Borts I 
29 would like to say that Canadian Pacific is proceeding 


30 at this time, as the Commission knows, with only a par 
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of the cross-examination on the cost study of Manitoba- 
Alberta dealing with the movement of grain to export 
positions in western Canada, The Commission will recall 
that the cost study presented on behalf of these 
provinces is in three parts. 

THE CHAIRMAN: I think I will warn you, Mr, 


Sinclair, you were not present at the conference, and 


neither was Mr. Cooper, nor was anybody of the Commission. 
MR, SINCLAIR: Yes, sir. 
THE CHAIRMAN: But Mr. Hay was there, and he 
is sitting by Mr. Cooper, and if you innocently transgres 
he will call your attention to it, 
MR, SINCLAIR: I wish he would, sir, and I also 
say this, that if I move into areas which I think might 
be of assistance to the Commission in a hesttetar teste, . 


that the Commission would say, "Well, we think that has 


the experts"; I will say "Quite so", and I will be very 
happy, I might say, to have that protection because it 
would assist and save time. 

THE CHAIRMAN: We will be guided by Mr. Hay 
and Mr. Cooper, 

MR, SINCLAIR: Well, thank you very much, sir. 

There were these three parts of the cost study 
on Manitoba and Alberta. There was, first, the provinces!! 
assessment of the cost of money to Canadian Pacific. 
Now, that part has been heard and the cross-examination 
coneluded. 


Now, the second part was the amount of revenues 
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received; that is, the dollars for the movement of grain 
received by Canadian Pacific under the Crow's Nest Pass 
basis of rates, and the amount of work done by the 
railway measured by-such items as gross ton-miles, 
switching miles, car days and the Like, and the cost of 
repairs to freight cars and locomotives, depreciation 
and similar matters. Now, the eross-examination on this 
part of the Manitoba-Alberta study will be heard in 
Sinaieys 

Now, the third part were those costs which 
amount to about one-third of the variable costs, which 
were determined by statistical techniques through the 
application of miltiple regression. ~ 

It is this third aspect, the evidence which 
has been given by Dr. Borts, and it is on that that we 
are to cross-examine this morning, on the methods he 
used and on the choice of the work units which in his 
view explain that cost, and the matter of the 
determination of the constant costs, 

- Now, Mr. Chairman and members of the Commission, 
because of the particular advantages of this Commission, 
certain areas which would in other circumstances be 
dealt with in eross-examination will not be dealt with 
in this way. So that my position will be understood, I 
wish to draw to your attention that the Commission has 
among its members two men who have had experience in the 
use of statistical techniques, Messrs Platt and Gobeil, 
and one member who is a Transportation Economist, Mr. 


Mann, ‘The Commission alsdé™has in Mr. Commissioner Balch 
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@ man who spent — years on the railroad as a switch 
man and vite, in the vernacular, is close to the cinders. 
In addition, the Commission has the advantage of highly 
qualified teehnical advisers in Dr. Armstrong, Dr. Hay 
and Professor Anderson. 

Now, these remarks that I have just made are 
directed to items 2 and oy 

Now, in regard to the cost of money study, 
here again, the Commission has some particular advantages 
because many of its members pager with knowledge of 


banking, accounting and finance, and people with practica 


MR, FRAWLEY: I oo no objection to what my 
friend is saying. I cannot help but say that it reminds 
me of a Jury speech, 

THE CHAIRMAN: Go ahead, 

MR, SINCLAIR: of course, Mr. Chairman, we can 
of course proceed, and ir my friend thinks that I am 
addressing a Jury in addressing you gentlemen, I think 
he is very much gistwten) I,do not think that people 
with the background that you gentlemen haye .and people with 
the technical abilities that you have, and with your 
technical staff, should be looked upon as a Jury, even 
&@ blue-ribbon one, because your abilities and knowledge 
and background and the task you have is much greater than 
any Jury that I know has ever had to deal with. 

MR, FRAWLEY: No disagreement at all. 

MR, SINCLAIR: Now, in this part of cost of 


money, I make reference, Mr. Chairman, to you and to 
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Commissioner Anscomb and Commissioner Platt. In addition 
the Commission has the technical advice of Mr. Lionel Kenk, 
who has been a financial and accounting adviser to many 
Canadian businesses in we ateeay eahewe and in eastern 
Canada and who has been the financial and accounting 
adviser to certain of the western provinces and financial 
and accounting adviser to the Board of Transport 
Commissioners, | 

Now, you, sir, made reference this morning to 
the cost conference, This was an intensive conference. 
It was held among the technical advisers, as you said, 
of Manitoba-Alberta and the Grain Trade and the technical 
advisers of the railways, I am instructed that it lasted 
long hours, from something after 9 in the morning to 
something after 9 at night on ewe? chose and very, very 
complete days the other two days it was in sitting. 

THE CHAIRMAN: Which is all to its credit. 

MR, SINCLAIR: I think so, sir, and as you have 
said, worthwhile progress nal been made and further 
work arising out of the vontaewews mh am instructed, 
is to be done, and I uuache¥ead the technical advisers 
of the Commission still have a number of issues before 
them, 

Now, Mr. Chairman and members of the Commission 
the cost study of Manitoba-Alberta showed that grain on 
the lowest basis they advanced was approximately $10 
million short of meeting its full cost. The cost study 
of Canadian Pacific showed that the difference between 


the full cost of moving grain and revenue received under 
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the statutory rates was approximately $35 million. In 
other words, a difference of $25 million. In the $35 
million of Short fail from full cost, as determined by 
the Canadian Pacific cost study, some $18 million arose 
from constant costs. Under the Manitoba-Alberta proposal 
in this area, the constant cost ascribed to grain was a 
range from $10 million to $15 million, depending upon 
the method applied. In other words, a difference between 
the two cost studies in the area of constant costs of 
from $3-million to $8 million, This difference is in 
part accountable by a di heueese in the cost of money 
between Manitoba-Alberta and Canadian Pacific and in 

part as a result of the difference in the variable costs 
determined by the two studies. 

My point here is that it is only the difference 
in the variable costs that we are concerned with this 
morning. Now, the difference in those variable costs in 
the two studies is approximately $17 million. The 
Manitoba-Alberta cost study as presented to the Commissi 
shows no short-fall at the variable cost level and 
Canadian Pacific shows a short fall of approximately 
$17 million. 

Now, this variable cost level difference has 
been somewhat narrowed by the cost conference, but 
in the regression aspects, which we are going to deal 
with this morning, the differences are still marked. 

And the differences account for approximately $3.5 millian 
of the $17 million difference on the variable cost level. 


Now, the reasons why Canadian Pacific cannot 
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accept the revisions made in the regression part of the 
Manitoba-Alberta cost study as advanced by Dr. Borts are 
in part matters of a highly technical nature which were 
put forward at Bae Wer conference and I do not intend 
to go into ¢hem in ‘ecross-examination. In other areas, 
while it is technical, it is not highly technical, in 
my submission, and there are reasons why for these other 
than technical reasons Canadian Pacific cannot accept the 
revisions made by Dr. Borts, and I intend, with your 
permission, Mr. Chairman and Commissioners, to go into 
that. I am mindful that the Commission has given to 
Canadian Pacific the Soave Cdwiey to call rebuttal 
testimony in January next on this matter, and I am also 
mindful of the ruling made by the Commission and the 
report of the cost conference which is now part of the 
record, and I am very mindful of the point raised by 
my friend Mr. Cooper this morning, and as you say, sir, 
it is my intention to keep withdih the limits so set up. 
I want to repeat that if the Commission feels that I am 
into an area that might better be left for expert 
discussion, if Mr. Cooper would just indicate to me, I 
would be very happy. 

THE CHAIRMAN: That is what you propose? 

MR, SINCLAIR: Yes. 

MR, MAURO: Is that the completion of the 
opening statement prior to cross-examination? 

MR, SINCLAIR: Yes. 

MR. MAURG: I would like to be sure we are 


moving on now to cross-examination, and that we both hav 
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an opportunity to argue at some subsequent date on this, 

The first thing I want to comment on: I notice 
there is part of a page missing off the document filed. 

THE CHAIRMAN: Well, that is the conclusion 
directed by the consultants to the Commission, and it 
does not apply ont 

MR, MAURO: I just wanted to be sure, because 
my learned friend has referred to the memorandum, and I 
assumed that the chs bata ln that we are going to be 
dealing with it. is one that is not entitled "memorandum" 
at all, but dated November 23, 1960, and not the 
memorandum dated iereceee 21, 1960, which contained the 
areas of cross-examination, statement on page 5, and 
which set out three points that they felt were fruitful 
for areas of cross-examination,. 

THE CHAIRMAN: The one that is put in is 
consistent with the ruling in June, 

MR, MAURO:, According to that ruling, then, 

Mr, Chairman, the points of agreement will not be subject 
to cross~examination. 

THE CHAIRMAN: No. 

MR, MAURO: And I understand that those points 
of agreement, ‘as listed on page 1. of the eee dint filed 
this morning, means that Mr. Sinclair has agreed not to 
cross-examine on the substitution of the word "tracing" 
for “allocation", and the substitution of "correlation" 
for "association", and the substitution of "39° fox 997", 
and the other insertions of words, but that to all other 


intents and purposes the 43 page document submitted by 


re Pes 


ota: veeupeeda Sd 


: paléon L190 tremne> ¢ 


4 Cp te raphy f ony. 


eid 


a Me ; ‘, ie 


& ei Ss “SE 47 : 5° se 2 6; oy go Pj f € ri re vi dat? 7 y ‘Fue ° 4 


- 


'" . 
lL bas .webasromom.ant.os Sevdetedt sad bosist 


: UG 
; oi q ey P ty f [" Pa ' hs . Pte Tak Ts Poteet rh ” See ey nee - oe 
t ) ha Tl . | ‘pa ei Aare 4 - 7 eee slat w h et ys Oe ik ws TG ~ 
© wal Oy 


yey wo tnersiage  wetssqisene- soos To aces 5 


a’ : \ : i a phe 7? H be i Se 4 
4 
4 r 2 & ij a Re >, / 2 n t 
c nd ‘i i» eat 4 Aaa ‘ore, ‘ever 
i © £ eo Mit a Le % 
~ » ¢ fe & -« 
2 : Vt ar ( io te. oo gate 
4 ¢ vet i y le Cae 1 ro 
. iid ri 2 oy ted ix bie A . 5 | ) win pre | i 
=# 
i May gre i c te Ti Bs | pre or, “ * 
ie H v ive e y - i u 3! mn” ws ray a 
oy 
* . 
paitachkesaports 
~ + WAMWaT - rm ore 
«PFE ‘ f Xe LLAHSD stk 
— od i oo > pt R. seh ep oe oe - hee “re; 
wi yi ie ' ' yeu wy aw rT 28 Foey.t 3071) cA i ‘ at wig 
£ | | ) 
Bas & 4 Pheer 24 S17 Sts AD de eh a nit) bed v As ves! « tees STss 
aad } » 


iv »o0 Beaten Bad sisioals . dest anne 


‘yetomss" bsow ot to aontudtdedee sd’ no i conan: 


"soLisleres” fo ooddutl?d adee artd bes "monte: 


PS Sok Tre ,.2 aebusts edee — ca ‘ "cot 


Re , 


° 


‘ sonia f ay @ario tia yebaom eae test te 


’ a oe hh rt 
d bad 3 Love J r9mur0@ _ Fe) be ee £ 48 
j 


4 7 ; 7 vid 4 fp Tae 


7: 


29 


30 


ANGUS, STONEHOUSE & CO. LTD. 20320 
TORONTO, ONTARIO 


Dr. Borts is open to Mr. Sinclair for cross-examination. 
That is how I understand the ruling. 

THE CHAIRMAN: Yes. 

MR, MAURO: That is, as I understand the 
ruling of June 10, there would be no cross-examination 
on points of agreement, and the points of agreement are 
listed there on page l. 


T call Dr. Borts for cross-examination. 
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owed GORGE 
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» BORTS, re@alled 


CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Dr. Borts, so We mythave seme idea 
of how I intend to discuss this matter with you 


I think I should say first that I want to discuss 


. with you some matters of principle. Then it is 


my intenfiion to move in and discuss with you 
your event ade \ that you substitute for those of 
the Ganadtak Pacific. Then I would move into 
your suggestion Mit,.theTorseani tiene stkhen 
gross ton miles as a measure and then, finally, 
into ae question of the costs. 
eg on the first matter of principle, 
Re Sorts: when a statistician decides to apply a 
epieets to the determination of cost he must 
Gecide what work units or variables he thinks would 
explain the cost he has under consideration; correct? 
| A. Excuse me, is that a quote? 

Q. No. 

A. Just a question -- yes, that is a correct 
statement. 

Q. He builds from this equation which 
he has on the one side, the cost he has under 
consideration, and on the other side a constant 
term of the independent variables that he has 
chosen to explain cost; correct? 

A. If we understand each other by 


"independent variables", yes. I have a feeling that 
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we might wind up in some disagreement about how 
narrow the cost units are defined at this level 
of consideration. I would certainly say "yes" to 
your answer. 

Q. To my question? 

A. To your question, yes. 

Q. Now, the statistician runs the 
equation and then he is able to see how much of the var iy 
ability in the costs he has under consideration 
is explained? 

A. If I could -- he selects the variables 
first and selects the sample on which the equation 
will be run and then the answer to your question is 
"ves", 

Q. And then the amount of the variable 
explained is expressed as the R°? 

Re Oh, I am sorry, I misunderstood you 
when you said "the amount of variability explained". 
As you recall from my initial testimony, variability 
is used in two senses here: the R© expresses? 
the iodae of variation in Ske dependent variable 
which the equation explains, yes. 

Q. The Re exolains the difference 
between the projected value of the equation and 
the actual value of the observation summed up 
and squared? 

A. Yes, that is correct. 

Q. Squared and summed up? 


A. Yes. 
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TORGNTE. OnTARIG (Sinclair ) a 

Q. Now, other things being equal, the 
statistician will accept the equation with the 
highest R°, ‘That is,.hé will.accapt ‘the i: “. 
equation, other things being equal, that explain 
the most variance? 

A. Other things being equal, the answer 
is yes. 

Qo Then, Dr. Borts, a statistician 
applies what is known as the T test and by that meaning 
that he determines the value of T for each unit 
cost developed by the equation. By "unit cost" 
I mean the co-efficient -- that is what the statisticiar 
calls the co-efficient? 

A. That is correct. 

q. Now, the value of T is determined by 
dividing the co-efficient by the standard error? 

A. Correct -- by the estimate of its 
standard error. 

Qe The estimate of its standard error? 

A. Yes. | 

Q. Because that is the ses does this 
complicated mathematical or Wipe be hi ows determination 
and this is done by formula? 

A. Well, the division is purely -- 

Q. Not the division, even a lawyer can 
do that. The determination of the standard of 
error is a complicated matter? 


A, That is correct. 


Qo And that is why you say it is an estimate 
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So, we now have the value of T by dividing the 
co-efficient by the standard error as determined 
in the usual normal way? ) 

A. I would appreciate if I could correct 
you: tlecause you get going back to the term "standard 
error" and I use the term "estimate of the standard 
error". JI think a can agree it is an estimate 
on the cost. The formula is complicated but there 
is no way of knowing the standard error of the 
co-efficients and all we can do is estimate it 
from the same sample from which the regression 
co-efficient has been computed. 

Q. A statistician asks himself then, 
is the value of T as developed by each of the co- 
efficients in the equation statistically significant? 

A. Significantly different from zero. 

Q. And that makes it statistically 
significant? 

A. Well, there are T tests which would 
apply to other things than zero but I will go along 
with you on that -- yes. 


Q. And if in the mind of the analy#@t ...... 
ea ny coer ae 


Ore 


the value so determined is not statistically 
significant then he rejects the equation? 

A. @nerally what he tries to do is 
fit tha eauatien again rejecting the particular 
independ#ap..variable which was found to be insignifican 
by the er - try some other form of equation 


if he feels that he wants to explain his variables in 
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TORONTO, ONTARIO 
1 
y a particular way. 
k Q. Now, is that really correct? Perhaps 
4 you could help me on this because if you have one 
5 co-efficient in the equation that is not statistically 
6 Significant because all the other co-efficients in 
7 the equation are inter-red@ted, you must reject 
8 the equation. Is that not right? 
9 A. Well I might just correct you and 
10 then I think we can agree again. This is true if 
11 all the co-efficients explain the See term 
12 of the equation and then I would agree with you 
13 because, aS you know, both your own stabisticidas 
14 and I accepted equations where the constant term 
15 was not significant. 
16 Q. Now, Dr. Borts, a high correlation, 
17 a high amount of variance explain a high T value. 
18 If each co-efficient in the equation is not a 
19 final test you have to consider the equation and 
20 its results in the light of them being meaningful; 
21 correct? 
22 A. Correct. 
23 Q. You express it this way in. Volume 
24 116 at Page 19108: 
25 | | "Sometimes a. correlation can come out very 
| 
6 a high without being very mBdningful. " 
oY A. Yes, that is right. 
28 Q. And later on the same page you say 
29 again in a somewhat different ways 


30 7 "T would caution against using goodness of 
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, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO (Sinclair ) 
| 1 
2 fit as the only criterion in using this 
3 technique for costing.” 
4 A. That is correct. 
5 Q. So, Dr. Borts, the statistician analyst 
6 having a reasonable amount of variance explained 
7 by looking at the R®' factor Bnd <having the 
8 statistically significant equation by looking at 
9 the T values and the co-efficient in the equation 
: 10 applies what I am going to call the clincher and 
11 that is the witimate test which I term the K test? 
12 A. Capital K or saplt k? 
13 Q. Capital K, the K test. Do you agree 
14 with me? 
15 A. The K test? 
16 Q@. You do not know what the K test is. 
17 I am sorry, the K test is the application of knowledge, 
18 experience, common sense and appreciation of the 
19 explanation that you are trying to get; correct? 
20 A. Absolutely. 
at Q Dr. Borts, an analyst statistician 
22 i8 sometimes said to be a man who looks for 
23 || homogenity and finds it difficult to live with heter-~- 
24| ogeneity; do you agree with that? 


A. I would say that is a philisophical 
issue and I do not think it describes my own 
behavior, At least it rhymes, though. 

Q. Well, we will see if it is close. 

I suggest it is not because I am going to suggest 


to you that while a statistician is not disturbed 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO (Sinclair ) 
1 
- if he finds in his observations homogeneous matters 
3 but a disturbing influence in the homogeneity if 


4 that disturbing influence is scattered randomly 


5 throughout the observations. Do you agree with that? 
6 A. Would you say that again. 

| Q. I say that the statistician andlyst ~ 

8 is not disturbed aiuKe has in his observation that 

9 are otherwise homogeneous a heterogeneous factor 


10 when he finds that heterogeneous factor is distributed 
11 randomly among the observations? 

12 A. I think that is a fair statement, yes. 
13 I am a little bit bothered by the generality of 


14 the question, though. If you gave me a little time 


15 we might argue about a counter example. 

16 Q. Dr. Borts, again as a matter of 

17 principle, the analyst has to have a reasonable 

18 number of obGBervations or he cannot apply the 

19 regression technique? 

20 A. That is correct. He cannot apply it 


21 and hope to get statistical significant results. 


29 You can always fit a strageht line to two points. 


23 Q. Now, Dr. Borts, other things being 
24 equal, the analyst will use the most observations 
25| available rather than the least? 


A. Other things being equal, that is 
correct, provided the observations satisfy the. 
ergjteria of choice which we will apply to that. 

Q. That is the K gest? 


A. Yes. Well, the K test is an intriguing 
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idea but I think you are going to confuse people 
by using the word "test" for a procedure which differs 
among every individual. 

Q. Well, we will see. I do thank you 
for bringing that to my attention. Now, the statisticia 
analyst is dealing. with the wheleiwhich.is 
capable of being divided into groups of observation 
tests to see :wmether the whole can be used rather 
than the individual groups by applying what is 
called the T variance analysis? 

A. He uses that and he also uses the 
K test. I should explain, perhaps, that is to 
say when a statistician has a body of information 
from which he wants to extract a relationship he 
uses any information at his disposal in order to 
make a decision as to whether the sample ensured be 
treated as a unit or whether it should be segregated 
in some reasonable fashion. That whole co-variance 
test is a very good test to use. He will also use 
that information which is available to him from 
engineering -- in this case engineering sources. 
In another case it might be biological sources and 
so on. | 

Q. Now, co-variance analysis enables the 
statistician, I take you to mean, it is whether a 
statistically more satisfactory result will be achieved 
by taking only a part of the whole as distinguished 
from the whole, in other words, your dividing the 


observations. into groups and working them out separately 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO (Sine lair) 


rather than taking all the observations and working 
them out as a whole? 

A. That is correct, yes. There are also 
rules for combination which this test does as 
well. Yes, your statement is correct. 

Q. And as you said, that is what I 
think you would like to add, is that the statistician 
must be careful to know that the data he is using 
is relative to the situation that he is analysing? 

A. Correct. 

Q. Now, Dr. Borts, if the analyst is 
attempting to remove what he thinks is a heterogeneous 
influence he has to know two fhings, the first being 
that the differing factors are not randomly distributed; 
correct? 

A. Would you repeat? The differing, ; what? 

Q. The differing» factor? 

A. Is not randomly distributed, that is 
correct. 
| Q. And the second, having satisfied himself 
that there is this different factor that has a 
disturbing influence which he feels he wants to 
remove, the analyst then has to choose the variable 
which does remove or extend that disturbing factor 
or a heterogeneous factor that is the subject of the 
matter he is working with? 


A. Correct. 
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TORONTO, ONTARIO (Sinclair) 
1 

2 Q. Dr. Borts, in your paper which you 

3 submitted to this Commission, you said on page 1 --+ 

4 A, Is this the transcript or the paper? 

5 Q. I am going to work from the paper, if 

6 you do not mind. I could swing over to the transcript, 
7 A, Well, I have the paper before me, so that 
8 will be all right. 

9 Q. You said in your submission, "The most 


10 important criticism to be levied against the CPR regressipn 
11 studies is the failure of the estimated equations to 

12 depict output and cost variation among regions of 

13 homogeneous operating characteristics." | 

14 In adopting the independent variables, or the 
15 explanatory variables in completing your calculations, 
16 that you substituted for those used by the Canadian 

17 Pacific, was the reason ifor their adoption based on 

18 the fact that they enabled homogeous operating 

19 characteristics to be reflected? 

20 A, Yes, in those cases where the regression 
21 equation was corrected -- and I think there are five 

22|| separate cases, Let me check Chat: there are six 

23 separate cases of which five, I believe, are under 

24 discussion here, 

25 | Qe Yes. 

26 A, Although the same conclusion would be 

27 true of the one we will not discuss, an attempt was 

28 made as one of the goals of re-working the equation, an 
29 attempt was made to correct in such a way that we could 


30 take account of the heterogeneous operating characteristi¢s 
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of different regions of the railway, though this attempt 
took different forms. ih different parts. of) my werk. 

Qe Yes, I will discuss those different 
forms with you later. 

A. Yes. 

Qe What did you mean, in view of the fact 
that the adoption was based on the fact they enabled 
homogeneous operating characteristics to be reflected, 
what did you mean == you having told me that -- when 
you said at page 3, "The statistical models to be 
presented in this study are corrections of CPR models 
in the sense that they make allowance for geographic 
differences among the observations." 

A, What do I mean by that? 

Qe ¥és, 

as What I mean by that is that if you do 
not make allowance for the geographic differences among 
observations you are likely to attribute to specific 
output units a certain amount of cost which is not 
properly attributable to that cost and which, in fact, 
is attributable to the nature of the railway's operations} 

Q. Well, Dr. Borts, then, it is correct to 
say, for instance -- and let us look at it -- accounts 
372, 373 and 376, page 10, Dispatching and Station 
Employees Expenses -= you are not attempting to reflect 
any geographic difference in the accounts I have just 
mentioned, are you? 

A, Let me see, No, sir, that was one 


equation where the objection was not based on geography; 
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that is correct, 

a The reason you did not introduce any 
geographic factor in any equation dealing with those 
accounts, 372-3-6, Station Employees, is because 
knowledge tells you that geographic factors are not 
meaningful in determining what explains cost in this 
group of accounts? 

Bs Well, that is a rather comforting thought, 
but actually I did experiement with the equation to see 
whether geographic factors were important nevertheless, 
and I found they were not, . 

Qe But havuieage would have told you, I 
suggest, that if your statistical results showed you 
there was a geographic factor you would have disregarded 
these statistics? 

A. I am not sure of that. I can think of 
hypothetical situations where the generation of these 
expenses would differ in different parts of the railway 
depending on the nature of the traffic carried. For 
example, as between carloads and less carloads, and 
between passenger and freight. 

Q. Do you call that geography? 

A, To my mimd, any characteristic of the 
vailway's operations which is of a geographic nature, 
that is to say, if the railway's operations in one part 
of the country were different from their operations in 
another part of the country I would not say this 
reflected the geographic terrain, but I would say a 


geographic split of the railway's divisions for the 


“x ; ‘Fie% an it ‘¥ bene 
‘i tne soohewtet tom 2b wee moason bth 
4 oa} ‘ 7 ay Sis. 
Deo’ Sw Baliaeh Bolsa 108, ena ar wot ont ome 


ce | mond vel. | gant il ed 46: QEnetE 


Hye TyQOSY $aetd poy 2 


aide at vedo eanialoaxce tate gtihakored ato inte 


Po RT ie i favnruposs Io ome 


« 
Ot ually cae —" ; ‘ _ , nm PT . . . u , \ » @ 7 
= <MEQMGAS BUS 10 Lee is8y 38 Oh dee “ Liaw ‘ h mi 
3 i 


Soa of NOLS ReD! qi Aste teen ol teuxe Bid... iL Sif outta C “4 
Poy 


‘ x . i, : 
{  seetadtiovey deavucqel anak eveiea? LAGS TRO 23 g reddanar -* 
1 gener Cee aang a kod). | 


i) 7 


- 


f { » Neer 1 +¥ % * 

j . ' A J Y a - fy J “iG 

\ 

» ’ ab | " he 
a he s = ie 4 
' 
. y ( : 7 ’ i Go i ry* ' 
j a a § tells | 4 
' 
> oe a 

\ r ¥ bal 4 

' 

os ‘ 

ou Pi 

, \ } n * : A Paw) | A, 
i \ ’ % tbh am - ie] | 
re 2 \ “ U vier ad / 
ey : 

if { } 

} 1 

} i iy. i . 
. : lo “ ‘ ch Le wo ? Bea ad Fr) 
K 
‘ -1 
7 ; | 
" : t hod q I ae AST x ety Bishb vii sb 
iP 2 i | 
iy \ ‘ 
ww.) \ 

. P 
ii ‘ 2 LD 5% ) 
- + 
i. L y=7 af y 4 
. * oe. cr 
i; di nie ~“ y . A 


¥: im Pi 


fis 


ents da ey uw Bars J oe poe a a barra eich 


BAN (62° 209 b SS X yntewan: eae 40, snag 
; va < hes ao 


ce eToys et hie rere 
bd ir . ; 
i " ag, 7 : 7 


g 


‘a »- 


£ 


“6% ‘eto hes ‘ke te ea 


bs i | 


7 7 


7 7 - re eee _ - 


ANGUS, STONEHOUSE & CO. LTD. Borts, cr .,cx, 20333 
TORONTO, ONTARIO (Sinelair ) 


purposes of statistical information would be a 
meaningful split. | 

Qe I suggest to you in the example you have 
used you would not use any geographic split, but you 
would put in as an independent variable something that 
would capture the variations in costs arising from 
carloads or 1.c.1., and you would not make a separation? 

A, I beg to differ with you, sir. I suggest 
that the exact nature of the statistical correction you 
put in depends on the problem at hand, and there are 
occasions where you can capture the effect of geography 
without explicitly taking it into account, as I have to 
my misfortune on some earlier occasions, and there are 
cases where it is better to recognize the effects of 
geography explicitly -- rather, better to recognize the 
effect of differences in the operations of the railway 
in different geographic regions explicitly. 

Q. Dr. Borts, I suggest to you that if l1.c.1l 
is labour intensive and that makes it expensive, and 
you are looking for what varies that cost, it is not 
more labour intensive in one area of Canadian Pacific 
than in the other area -- knowledge tells us this? 

A. Quite so. 

Q. And, therefore, if you want to reflect 
that difference you should take an output measure that 
measures 1.c.l. throughout the system and get the 
larger number of observations that this enables you 
to have and upon which to work your equation? 


A, T am afraid I have to disagree with you. 


oe 7 ae 
a of bivow got dato’ re £ 

: aa i mae . 

. | ‘ES aaaF + 


Wi 


Hint 1% 3 jv os ey, i 
freak wy ebgasxe of? oh soy sal perenia ls soe 


ifqe oligergoay: yes, enw ‘dom: Arwen oom 


sll 
sbusqebat tues as se dug | b fue 


cusiacheaecaih one bi 


‘Tks 


fpoisensqen & aaa ten Dlvuow woyy Ras: . hi o.k a0 


LOTTLG of ued I A u ie 


sey ooivtounmo Ieotictiete edd Yo enctan dcoaxs odd) ee | 


i . : 
’ * op bs me arg ot a . ge! j . ; pols? TF 
Gy tert fh ¥ ps) uits * ai eb Sul ae #1) bom’ COT oe et) pba noe mk on i 
; - a or ay oe 


t 


© 1 u ie “ 
wh a wee ee te ae pat a eisai a ran wien 
Wiiotgoe¢s Bo SoS tio eto. oad Tao Eo Loy pier 


: a 
bag 4 af e * et E Hy oe | 28 Hil} F ia Fon Ba 
‘ 
™ bp ’ ws f 
sl : . 4 t at io Zara a + 1} fying 
» A o inh ot a ”) a r , 
(Lye 4 } weg 1e7 at -«~ Yidtolloxe yeas 


wel Leer ut to aroivtsvedno edt? al eadaetetith to wad dei 


- pg f oo? ee _~ : at S — ts 
a 7 _— < Aa J >= : rome 
ces oa a — “ > - a E 
- pes “= i = Us | ste 
a * * > 
B : : oe. -. 
> - ps 2 / 
a Ne eS i 
= = 
s) ‘ f 
é i ew 
: Pe 


} I bleh ig rom Fee he tof wits iow than oan, 
civtobiexs tio lgew, offighiaoes ‘oO 2T Eb ar 


the ie \ , 1, 
‘ F » cy inl py ayes .. Dies pines 9 ry r se avy a CF are m Dieu oa 
hg WP gs oe ee? Lan eh He 1H Na RAO) Cae Mak 8 ate eR | ret ‘ Ww Bir ae at Ae iM A vi 


* -4 


aos .evlegegxe JL Geddes tadd bas evietetat cnédat en 
ge , 


tev tédw vot »ialstool oe. toe 


a, a= re 
_ 2 — ¥ - 
a - — fe " 
.% 5 ; fe 
meetin: cmap sage ce a ean 


Oi Los) melospaey to sexe onoowk ovieastal nite e108 + 


a itig i he afi Fu ~ S08 J PRS & e | wre | OX. .* ango 


Jourieon of gnay voy Tl, steteteds wath) /. 3D"), 


finds etyaped trqtve of ote’ bi mode ‘HOY. pou wae tLs 


ne 


odd? tea bas meteve odd trarkywords sebeh 


fi Pat 


Mery hy: uid’. tavid euottayoaKo, toon 
Soli aups 190% sow os seal 


MON ; ae woigente of oma | btext 


tae 


Be) ce ee 


ANGUS, STONEHOUSE & CO. LTD. Borts, er é ex. 20334 
TORONTO, ONTARIO (Sine lair ) ‘ 


If 1.¢.1. 18 on & zero level in some divisions of the 
railway which are geographically compact, there are 
strong grounds for suggesting another technique to the 
one I mentioned, | 

a. Are you suggesting there are sevintees 
of Canadian Pacific where 1.¢c.1. is at a zero level? 

A, No, sir. We were “discussing a 
hypothetical case. 

Q. If knowledge tells us that the volume 
of 1.c.1. is randomly distributed throughout the 
divisions of the railway, then are we not back to the 
position that you and I eee indicated that you would 
do the whole rather than the parts? 

A. In those conditions, yes. 

Q. Now you said, Dr. Borts, in youd answer 
to me that you were going bo rely on your knowledge of 
wanting to get different aréas -- the geographic 
Significance: what did you rely on, then, in the 
Shops and Engine House Account? 

A, What page is that? 

Q. Page 7. What knowledge did you rely on 
on that account to say that geography was a material 
factor and should have been taken into account in the 
determination of the expenses of Shops and Engine Houses 
Maintenance and Manes neban’ 

A, In answer to that question, I would like 
to call your attention to the uniform classification of 
accounts. 


Q. I have it, yes. 
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A. The 1959 addition. 

Qe Yes, 

A, The page describing the maintenance of 
Shops and Engine Houses, which is page number 235, and 
I believe there are something like 54 elements --- 

Q. Not page 235? 

A. Page 93, account No. 235. 

Qe Yes % 

A, There are something like 54 or 55 elements 
listed under there as items whose repair would be 
charged against the Shops and Engine House Account. In 
addition to that there would be the depreciation on 
Shops and Engine Houses which would come out of your 
account 266 which would be added to the maintenance 
here. 

Qe Yes . 

A, And the reason why I felt it was worth- 
while to explore the road geography here was because of 
the vast heterogenity, not statistically, but simply 
from the fact there are 55 items -- the vast number of 
items listed under here and the possibility these items 
would be a differential geographic representation in the 
different parts of the railway. 

Q- Well, Dr. Borts, so that you and I may 
understand each other -- and we must if we are going to 
assist the Commission -- heterogenity does not arrive 
merely because of numbers? 


RS Quite so, 


Q@. And so, therefore, what you are saying --- 
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TORONTO, ONTARIO (Sinclair ) 
1 

2 j ted I wonder if I could list what the items 
3] are, 

os Q. Well, if you do not mind, I will finish 
3 what I was going to say.’ 

6 A, Surely. 

7 Q. What you bee by saying that there is a 


8| large number of different elements of expense, that you 


‘6 


want to therefore reflect by a separation technique 

10| instead of a whole is because you know that these 

11 different items do not apply randomly throughout the 

12 system? | 

13 A, If you would substitute the word "suspect" 
14 the answer would be, yes -~ suspect before the equation 


15 is fitted. 


16 May I read some of these elements here? 
17 MR, MAURO: I think you should, 

18 MR, SINCLAIR: Q, Certainly. 

19 A, There is car sheds, car shops, foot 


20 bridges, material and supply, truck tracks, motor crane 
21 tracks, shop offices, oil houses, paint shops, air 

22 interior pipelines, car heating pipelines, shop and 

23 yard platforms, repair houses, sand houses, scale houses, 
24 steam houses, gas tanks, oil tanks, tool houses, track 
25' seales, transfer tables and turntables, That is not a 


26 complete list, by the way. 


27 Q. Well, you have given quite a few. You 
28 tell me what makes you suspect that there are more of 
29 those in one area of the country than another on the 


30 Canadian Pacific? What m@kes you suspect that -- topl 
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houses, for instance, scale tracks, scales -- any one 
you want to take? What makes you suspect there are more 
in one area than in another? 

A, I think the answer to that is simply 
that I have the feeling that the operating | 
conditions of the railway are substantially different 
in two parts of the country, and that an account as 
heterogeneous as this is likely to reflect it. I had 
evidence from investigating some of the other accounts 
this was true, and I felt in operating with this account 
it would be worth while carrying out.the same type of 
operation, 

I might call your attention that on page 8 of 
this submission we discussed last week with the staff 
of the Commission whether it was really worthwhile 
bothering with the differences in the coefficients 
considering the fact that their magnitudes did not 
appear large enough to warrant the conclusion they were 
different, and the conclusion of that conversation was 
we would leave it up to the staff of the Commission to 
decide whether they wanted to. 

The answer is that I felt the other accounts 
were different; therefore, I wanted to look at this 


account also, 


~-- A short recess --- 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO (Sinclair ) 
1 
2 THE CHAIRMAN: Order, please. 
3 MR. SINCLAIR: Q. Dr. Borts, then, because 
4 you suspected because of the large number of accounts, 
5 and what you saw in some other accounts, you applied 
6 the separation application rather than the total 
7 application in dealing with account shops and 
8 engine house maintenance and depreciation? 
9 A. Correct. 
10 Q. In other words, you were prepared 
11 to accept statistics without any knowledge that there 
12 was in fact different geographical results which would 
13 explain costs, shops and engine houses? 
14 A. Without any specific knowledge on 
15 this point, yes. 
16 Q. Now, with respect to accounts 253-266; 
17 power plants? 
18 Ae That is 253-2606, yes, Page 9. 
19 Q. Yes, Page 9. 
20 A. Yes, 
21 a. Accounts. 253-266, where you again 
>> did a separation instead of whole; what knowledge 
23 did you rely on or gome to the conclusion that 
24 maintenance and depreciation of a power plant 
25 differed because of geography in these two comparisons? 
26 A. If I might bore you again with a 
27 reference to the definition of the accounts, let 
28 me turn to property accounts number 29 entitled 
29 Power Plants, and number 31 entitled Power Transmission 
W) 


Systems; the maintenance of both of which are included 
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under account 253 and the depreciation on this 
cannot be relevant to portions of 266. There are 
actually three sets of property accounts there 
on page 66 of the Uniform Classification of Accounts. 
You have, first of all, power plants 
structure items, second, dam canal and pipeline 
items, and then, third, power transmission systems. 
Now, among these items, it was clear 
that there is a wide variety of functions which 
the power plants perform, including -- if I might 
again: just quote some of the iteans Edenh there 
are air pipelines in car yards -- 
Qe What do you think those are, Dr. Borts? 
ie I suspect they are used for heat ing 
cars when they are standing. 
Q. Yes. Would you expect them to be 
any different in the west than in the east? 
A, They might be different, depending 
upon the amount of passenger traffic you use. 
You don't heat grain cars, I understand. 
Q. Do you think that you do not heat 
anything but passenger cars, with air on it? 
A. You. might naa stock cars. That would 
be the only thing I could conceive of. 
Q. There are many Goods Equipment that 
can be put under heat? 
Ac Yes, but the po@ant here was that steam 
heating and things like third rail and third rail 


braces, third rail insulation and protection, 
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third rail support transformers, and so forth, 
which would have a different geographic representation. 

Qe You know this? 

A. No; this, again, is a suspicion and 
it was foowsed upon the fact that there seemed to 
be a number of items in these accounts related 
toipassenger ¢raffic. And this is what. ledme 
to believe that it would be worthwhile to perform 
a separation account. 

Q. But what you are really saying is in 
this group of accounts, as distinct from the other 
group of accounts, you believe that by looking at 
the individual items you thought you saw in those 
individual items matters that would not be randomly 
digtributed across the system? 

A. Yes, that was one piece of evidence 
which I had. The other piece of evidence was 
ee reported on the top of Page 10, where it was 
clear that the independent.uvariables which could 
be used were different in the west and in the east. 

Qe I will come back to that, if you 
don't mind, because I think that that is really 
the basis upon which you made the separation. Is 
that not so? That is the real basis that you 
made the separation on? 

A That is correct, sir. If you are 
thinking of an efficient cause, your statement is 
correct. 


Q. Now, you mentioned this earlier, and I 
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think I said I would discuss it with you, and I will 
come to it. At Page 3 -- I just want to clear this 
away, ~so I am sure we agree -~ you indicated that 
you introduced geographic differences in one of 
three ways. A. By choosing an 4nidependenit variable 
different to that used by Canadian Pacific in the 
regression equation? 

A. Correct. 

Q- And the only place, I suggest to you, 
that you did that in the six accounts that you 
revised, the six equations that you revised, or 
the six groups of expenses that you revised was 
202, etec.; that is, track maintenance depreciation. 

A. Let me check that to make sure. 

Correct. 

Q. And then, B. That you introduce 
a geographic difference by the separation of the 
observations into groups to make an east-west 
split. . That is your B, and in that there were shops 
and engine houses? 

A. Right. 

Q. Power plant? 

A. Right. 

Q. Station employees? 

A. No, there is no split there. 

Q. No. Locomotive supplies? 

A. No, split there. 

Q- Gross property and road investment? 


A. Yes, there is a split there. 


. j nate 9 ng ha | if 
tai? Heteastoat Ot = old ah oe 
OF i o a a yf re 


Ss SOS teeth. allele ee abaarBOny 


in 


‘aif | eiietve” voeboaaarnt os pcb a ds 


a | 


Ba & 
re Bh 


© Soetvren cof Fano esolteape che (ema Deal veE 


- pt oi An A ee 
iL Vit % tarts HOOTORS | i 
- a 4 
we ? 7 Baht a gt fede a 
. f 
al m 
of \ & » be Sit Jt 
s 
wf, alt ates 
sit 5* rte 
‘ag Bl rcit, tt " 
‘ I ay Uhw avi 
Ja. i LTP ey. ad ¥,* aa POUT 9) te i ae 


now-T000 oo ovea lot) eauous oon nhpaeele 


yy reeks: SR ct Bale Ake) Ae ae sant 


ode ee ‘Tawod ‘e uf 
ee eee 
faoovolame Holgerte,. 4 
Stacy 7 Lib art Bs ered | Ou 


Bagi logit « vA ORION: son 


td 


; | yp é big <img f 
20g ea | mi ‘S ne 
Tron ROW! BBO bee er aaOne 8 
a A: 7 ‘ aeit’, a 


7 | Z ry 
« 


Ane ; 
oie. a, . F ae ws 
mi wert ty 

. : 5 7 
wa.) . 


ANGUS, STONEHOUSE & CO. LTD. Bonts % bbe nce 20342 
TORONTO, ONTARIO (Sine lair ) 


Q. So then, we have the split made in 
three accounts: shop and engine houses, power 
plant -- 

A. 235% 

Q. 235 -- 266, power plants? 235 - 266, 
and gross investment in road property? 

A. That is correct. 

Q- And you bane ek ueda four of the 
six. 

And, then, your C. 

That is the deletion of a certain observation 
from the sample because of lack of homogeneity 
in that observation, and the example of that is 
your 398 /00,, . being train supplies? 

A. Nene: Supplies and engine house expenses, 
that .is right. 

Q. And, then, that is five. And, then, 
as you notice, there was one that you did not 
introduce a geographic factor, and we have discussed 
that; correct? 

A. Which ope was that? 

Q. That was the one having to do +with -- 

A. Station employees -- oh, yes. Yes. 
That is correct. 

Qe Dr. Borts, you agree that geography 
is a physical factor? 

A. It is partly physical and it is partly 
a matter of collecting the observations in the 


meaningful units. As I pointed out earlier, some of 
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these splits were made not because of matters of 
terrain net because of the belief that what was 
happening in one section of the railroad was different 
from what was happening in the other; perhaps because 
of the nature of the traffic. 

Q. Then, what you are saying is that geography, 
as you look upon it, is either (a) a physical factor, 
or (b) a matter of how the railway operates? 

A. That is correct. 

Qe. Which, #gain, is a physical factor, 

I suggest? 

A. Yes, it is, but not a mitter of 
terrain necessarily. 

Q. Quite right. I mean, all physical 
factors are not terrain. Is that what you are 
saying? 

A. 26. 

Q. SO, we are agreed that both how the 
railway operates and terrain are physical. factors? 

A. All right. 

Qe So, we can then say. geography, is a 
physical factor? 

| A. I have no objection to saying that, 
no. 

Q. Now, at Page 4 through 7 of your 
paper you deal with the account 202, which is 
track maintenance and depreciation, and that is 


also a matter dealt with in your addendum and which 


you put in at the conclusion of your paper in the 
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transcript? 

A. Correct. 

Qe And, in dealing with this group of 
expenses, track maintenance and depreciation, 
you evolved three equations which you numbered 202A, 
202B, and 202C? 

A. Yes. 

Q. Now, would you please look at your 
equation 202A which is on Page 4, and we will 
agree that in that seven ree have 27 observations, 
as compared with the Canadian Pacific equation, 
having 31 observations. I have now made Fee 
correction which was referred to in one of the 
matters that was filed by learned commission counsel, 
and it. says: "The value of R° with 31 observations 
was 0.827". Correct? 

A. Correct. 

Q. So that, there are four additional 
objexvations in the Canadian Pacific model to your 

ser 
model 202A, and also in your model 202A you have 
added an additional eerie raetan vee 

A. That is correct. 

Q. You agree,Dr. Betts; giiGh.the number 
of variables and reducing the numhex of ‘vuservations 
shout result in a higher R°9 

Bh Not necessarily. 

Q Well now, let me see if that is not 


SO. 


A. Could you repeat your question on that? 


Te 7 
tak Lee yi 


se P 


Cis2i}" ve acne datw gy 


onatoorged bas soaaaatelai, 
. , iy et tas 


hi ud) Veen 


ay hg: 
/ 


},9 o 
- ‘= 
LY } 
AL, . 


LL oy 


he 
7 


Aan 
ay) iP 
al i 


sagedmin: wor d okriw Beh beviow 


ae 


1 ay : 


j 


(eet 


& 


Ley. bai nett 


- 


nt 


W 


st Mott ASOS, Hottahpe: oh 


ore aa ea 


i 


ye. facial : nt me sabia somae a) La 
tan 


tetbarie’ “aiid Aa kw  besagne a8 


ivevusada Lf ntued Te 
, Ce 


honreten pay dotdw wotseermee | 


ave Er eine 


i 
taney sedtem | 
to: ne av Sit i “?axvee vk bas 2 


"TS3.0. eaw 


at Geis bas ASOS 
aqebal Panotss bbs 1s babba 
TTO9 ar ious ight: 
iictiaee, % ee oY +b 


MN. bow % 
ve Ww i bof fey. oe 


a sea 6 at om 


¥ 


6 


co 


Borts, cr.ex. 20345 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO (Sinclair ) 


MR. MAURO: I do not think he had concluded 
the soaken' 

THE WITNESS: I am not sure I understand 
your question new. Would you mind repeating it? 

MR. SINCLAIR: Q. Surely. I said to 
you that if you reduce the number of observations 
and increase the number of variables you should get 
a higher R@ value? 

A. Well, that.is & Bheoretically correct 
Statement, but it does not always happen in every 
case. 

As I said before, if you had two observations 
and fitted a straight line to it, you would have 
a’, Re of one because you would perfectly explain 
all the variation. | 

Q. I suggest to do that you would not 
only have to have two observations but two variables? 

A. Two observations and two variables, 
yes. 

Q. And three observations; three variables? 

A. Yes, that is right. Thirty-one 
abearvations; thirty-one variables. 

Q. But, Dr. Borts, you said to me that 
my question tare was theoretically right? 

A. That is correct. 

Q. Let me put it to you and ask you is 
Loree also practically right, in a practical 
sense as distinct from a theoretical sknse: a= 
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20346 
variables? And, also, that you remove heterogeneity; 
that in se doing, not in theory but in fact, if 
these changes that you make are in fact effective, 
the R® is improved? 

A. It is a very hard question to answer, be- 
cause it depends what you mean by reducing heterogeneity 
in the statistical’ sense, your question is absolutely 
correct. 

But, I should explain that we have already 
gone over what you mean by heterogeneity. If you 
mean by heterogeneity merely variation about the 
line or plane that is being fitted to the data, 
your answer is correct, that anyoreéduction of 
heterogeneity should raise the calculated level 
or RA: 


Q. And I suggest to you that if as a 


result of your substitution, and if as a result 


of your change in independent variables the R“ is 
not improved, that your hypothesis must necessarily 
pe wrong; either Chat your alternative variables, 
axplanatory variables, are not superior or that 
you have not, in truth, removed heterogeneity or 
beth? 

Aw The answer is that if you get a lower 
R-v'from. this procedure, then your explanatory variables 
are not stperior in raistingi the. R& , and that you 
have not reduced the statistical heterogeneity 
which this sample generates; that is correct. 


Qe Now, Dr. Borts, notwithstanding the 
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20347 
additional observations in the Canadian Pacific 
model, that is four, as shown, it is the difference 
from 27 in your model and 31 in the Canadian Pacific 
model; and nothisthstanding the fact that you are 
working with five explanatory variables in yours 
and four in the Canadian Pacific model, the R@ 
which you developed was not improved over the 
Canadian Pacific model, but was in fact not as good? 

A. That is correct. It is three percentage 
points lower. 

Q. New, on Page 5, Dr. Borts, you 
State, in regard to your equation 202A, and I am 
quoting you: 

"The equation we have fitted indicates that 
a substantial portion of track maintenance expense 
is explained by the geographical nature of CPR | 
operations. This influence is captured in our 
equation by the variable which measures Investment 
in Tunnels, Bridges, and Culverts." 

I suggest to you, Dr. Borts, that the 
data shows that the average gross investment, 
per division, in Canadian Pacific in bridges, tunnels, 
and culverts is approximately the same, east versus 
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: ANGUS, STONEHOUSE & co.LTo. Bortg cr.ex, 20348 
TORONTO, ONTARIO (Sinclair ) 


A. I am afraid, sir, that my figures do not 
show that unless we can agree on what you mean by 
"approximately"? 

Q. Well, I mean the difference is not 
Significant in the handling of the statistic. 

A. Well now, we have been using "significant' 
in a very narrow’sense. I did not use any statistical 
test, I simply looked at the figures and saw that there 
is Si dgita vey my figure is about $20 million per 
division. Would that be correct? 

Q. I would suggest to you --- 

A, This is on @ one year basis. My data 
was on @ one year basis and I think the difference in 
the mean was about $60 million in a three year period or 
$20 million om @ one. You could check that. 

Qe Are you sure when you made your division 
that you made the proper divisor by looking at the 
actual count east versus west? 

A, This is the sample mean, yes. I could 
look it up if you like, 

MR, MAURO: Yes, perhaps you had better look 
1% ap. 

THE WITNESS: No, I am afraid I have not got i 
with me em I did not bring my sheet of sample means 
with me. I-have it over in the hotel, 

MR, MAURO: = have it in the hotel? 

THE WITNESS: Yes, if you want it. 

MR. SINCLAIR: Now, you took in your 


equation to a gross investment? 
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ANGUS, STONEHOUSE & co.LTD. Bortg cr.exX,. 20349 
TORONTO, ONTARIO 
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A, That is correct, 

Q. You will have that other material after 
lunch? 

A. Yes, I will get it. 

Q. Now, Dr. Borts, we can agree that the 
investment in a bridge or culvert depends upon the 
weight that it is made to carry over it and that, 
therefore, the investment in part reflects the density 
of the line on which it is igatentwde 

A, No doubt, that is if it is correctly 
designed it would, yes. 

Qe You have no reason to suspect they were 
not correctly designed on Canadian Pacific? 

A, No, Sir. 

Qe Now, Dr. Borts, we can agree that will 
be an investment in bridges in flat country as much as 
there is in more difficult terrain, For instance, on 
the Canadian Pacific a substantial bridge near 
Lethbridge and another substantial bridge near Edmonton 
and another one at Saskatoon. You agree that there is 
substantial investment in bridges, individual structures 
even in flat country? 

A, Oh yes, wherever you have a river you 
have to have a bridge. 

Q. Aside even from rivers, I suggest to you 
that because of the terrain in certain flat country ther 
is great --- 

A, Yes, you might have rolls which you. would 


want to cover with a bridge. 
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ANGUS, STONEHOUSE & CO. LTD. Bortg er ,@x 2350 
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Q. Gullies? 

A, Yes, 

MR, FRAWLEY: There is certainly a bridge at 
Lethbridge and one at Edmonton, I know. 

MR. MAURO: A small one at Saskatoon, 

MR, SINCLAIR: Q. Now, the number and size 
and, therefore, investment in culverts is not, I suggest 
to you, a matter of terrain, 

A, That is partly that though it does not 
have to be that. Could we, by the way, for the sake 
of the Combis ai oh 18 what is covered in investment 
in bridges and culverts? 

Q. Yes. 

A, it ites it is boring but it may help. 

Q. It certainly is not boring, go ahead, 

Be Abutments, bridge signs, cofferdams, 
conerete and masonry ends for culverts, cribs, decking 
including gravel for fire sieteetien dike protection, 
drainage systems, drawbridge engines and machinery, 
draw protection, false work, guard timers, ice breakers, 
painting (except repainting), piers and foundations, 
pier protection; pipe culverts, retaining walls, vrip-rap 
around abutments, puperee at culvert ends, supports, 
water euanwSie: waterproofing, wing dams, wing walls. 

Qe few, I suggest to you that with a 
very elementary knowledge of engineering it would 
indicate that that type of matter is not caused by any 
geographical differences. If you are going to have a 


bridge under which there is ice in the river you are 
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ANGUS, STONEHOUSE & co.LTp. Bortg cr.ex. 20351 
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going to have have an ice-breaker; if you are going to 
have unstable banks on a bridge what you are ‘going’ 
to have is rip-rap? 

A, Oh, I agree, these are represented ail 
over the railway, they would have to be. 

Qe Now, I was asking about culverts; 
culverts either as to number ‘gia are not brought 
about by difference in terrain, I suggest to you. 

A, Well, I do not know how you get up 
around these hills then. 

Qy Let me suggest to you that, for instance, 
if you set out to operate roads on a section basis along 
a two mile basis you are going do have roads crossing 
over the railroad and ditching right off the bat 
that requires culverts? 

A, Yes, that is correct, 

Q. I am going to suggest to you also that 
if you have an irrigation situation or flue for the 
movement of commodities into lakes that once again you 
are going to have culverts and those are not matters 
of terrain? 

A, Agreed. When you say they are not 
matters of terrain you mean they are going to be in 
existence wherever there is a Wel road. 

Qe Yes. 

A, We are perfectly agreed on that. We 
are arguing over the quantity, not the presence of these 
items. 


Q. I am glad you brought to my mind the 
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Quantity. You mean quantity in dollars? 

A, That is correct. 

Q. Now, you know on the Canadian Pacific 
that some bridges, some culverts, some tunnels, the 
various items that you have referred to as taken up 
in this group of eetécats were built at very different 
times in the history of Canadian Pacific. 

A. That is right. 

Q. And at very different price levels? 

A, .hat is right, 

Qe Did you, in using this investment gbeat: 
adjust for price level? 

A. No sir, nor did I adjust the depreciation 
figures either. 

Q. I asked you about gross investment, 

A, I am sorry. No adjustment was made on 
these figures for differences in the price level when 
the item was written into the account and the present 
price level. 

Q. Now, in account 202, track and roadway 
maintenance expenditures for the maintaining of track 
of Canadian Pacific, is it the only factor that would 
have any real effect on track maintenance expenses that 
was not randomly distributed, suspected, the only one 
that should really concentrate on curvature -- take 

a good look at that. You would not disagree with that? 
AX By curvature you mean the effect of 
super elevation on the wear on the outer rail and the 


shift --- 
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Q, The difficulty of lining? 

A, The result of shifting from one rail to 
another, 

Qe Plus lining and service? 

A, Yes, that is right, a fair statement but 
I still would be worried about grades because of the 
use of sand in as much as you charge down this grade 
to get up the next one. That is the railway practice, 
of course. 

Q. Do you suggest that sand is only used on 
gradients? We are in a diesel operation, are you talkin 
about braking? 

A, Yes, the brakinge.. 

Qo Well, did you know that diesels use the 
same method as you do in your car? 

COMMISSIONER BALCH: Dynamic, 

THE WITNESS: Yes, degenerative breaking. 

TR. SINCLAIR: Q, Do you think you use sand 
in that? 

Ag You do not have diesels only in your 
cost studies, it has a lot of steam in it. 

Q. But in the mountains where you see these 
big grades, how many? 

A, I could not answer that, I was not told 
where the diesels were used. We were told there are 
diesel locomotives-- steam locomotives in the cost 
study. 

Qs Were you also told that the Canadian 


Pacific at this time was fully dieselized in British 
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2 Columbia, 
3 A. If I was told that it did not register 


& but if I was told I would like to see the reference to 


5 it. 

6 Q. In any event, if that was a factor ---? 

7 A. Yes, that would be important, 

8 Q. Then when you were talking about curvature, 
9 it is not only curvature arising from different levels 

10 but cufvature arising from different matters such as 

11 turnouts? 

12 A. That is right. 

13 G2 And ‘knowing the Canadian Pacific, are 


14 you suggesting that turnouts bring about problems in 
15 lining and surveying and rail wire :arenot effectively 


16 distributed across the system? 


17 A, They are in existence wherever you have 
18 @ railroad unless the railroad is straight track and 

19 we know that there hen very few examples of that, 

20 Q. And if it was said by the engineer of 

21 track that curvature on Canadian Pacific did not make 
22 any significant difference in explaining the depreciati 
23 and expenses and that this was not a disturbing factor 
24 that had to be taken into seamen specifically, you 

25 would disagree piknadwek 

26 A, I would like to sit down and have a chat 
27 with him, I can explain why because very frequently, 
28 as last week's cost conference showed, when you sit 

29 down and can talk with these people you see the bases 


30 of their ideas and can get a good idea of how strongly 
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they are held and what the underlying data are. 

Q. Because we would agree, Dr. Borts, that 
an engineer of track for this system, it is one of his 
duties to know what causes maintenance and track 
expenses and to take action. to restrict that expense 
and to operate as efficiently as he can. 

A, Phat is his responsibility, sir. 

Qe In the light of this discussion which 
we have just had, I suggest to you that the "k" test, 
knowledge and experience, indicates unequivocally that 
gross investment does not explain the geographical 
effect on track maintenance and depreciation expenses. 

A, Do you want me to answer yes or no? 

Q. You answer whichever way you would like? 

Ay Well, you really have three separate 
questions in there and, again, I would like to refer 
back to the cost conference where everyone agreed that 
if we have a suitable variable to use in the regression 
equation it would be a physical variable. My use of the 
variable investment in tunnels, bridges and culverts 
arose from the absence of such a physical variable so 
we really have two issues at hand. One is where 
geography is important, and second, if it is important 
how we measure its effect. I would argue that the use 
of this investment variable has sucessfully captured 
the effects of geography and that while the engineer of 
track states, from his experience, that geography -- 
or as he put it, curvature -- has no effect on 


maintenance, the reason I would like to talk to the 
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engineer of track is because I do not think he has been 
given the right question, 

Q. Let me see --- 

A, The question that you have to put to the 
engineer of track is "How do you split the effect of 
traffic on maintenance from the effect of geography 

on maintenance?", 

Q, Well now, you said that you would argue 
that your gross investment in bridges, tunnels and 
culverts captured the effect of geography. 

A, Yes. siry 

Q. And you said you would look upon 
geography as curvature in this track maintenance account. 
A, No -=+- 

MR, MAURO: Just let him --- 

MR, SINCLAIR: Q. Just let me finish the 
question and I do not think he will disagree that the 
effect of geography was measured by curvature and 
possibly grading, is what you said, that is the other 
addition you added to it, and possibly grading. 

A. If I may I would like to add further 
effects which geography might produce. 

Q. You would like to avd that now? 

A, Yes. You have erosion, 

Q. Erosion of what? 

A, Of subgrades. 

Q. ~ Yes? 

A, You have repairing wash-outs, repairing 


road beds damaged by wash-outs, you have removing 
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dangerous rocks, removing slides, the cost of repairing 
the road bed damaged by wash-outs, all of which are part 
of it because of weather. 

a. And what I am suggesting to you is that 
you agreed you would have these things wherever there 
was a railway and in so far as maintenance was concerned 
these matters were not significantly affecting the group 
of accounts and expenses we were dealing with. I though 
we agreed. 

A, We agreed that the railway has these 
items everywhere you have a railway. My position is tha 
in getting over and through the mountains you are going 
to have more of them. 

Qo You think you are going to have more 
rock slides in the mountains than on the prairies? 

A, More rock slides, more wash-outs, more 
difficulty in making track repairs in snow sheds. 

Q. Let me suggest to you that on the CP 
there is substantial difficulty with wash-outs on the 
prairies, 

A. I can well believe that. 

Oi. And the very nature of a flat terrain 
that the prairies are made out of tells us, from 
experience in studying history, are the places where 
flash floods are the most dangerous. 

A. That is fine. I would add that to my 
argument as to the effect of geography. 

Q. And it is no more difficult than they 


have in the mountains and that one balances the other, 
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A, This might very well be true, that is 
fine, and geography is important in the prairies also, 

Gy Do you suggest in the east there are no 
such matters to be concerned with when we look at the 
basin that flows into the Great Lakes? 

A, It might very well be true but in 
western Canada you have this heavy concentration of. 
investment which is associated with a large amount of 
the traffic maintenance combined with the information 
we have on geography. This very strongly suggests a 
relationship which the statistical techniques supported, 

Qe Well, Dr. Borts, I am going to suggest 
to you that as we have agreed shit) Genbity°i8 part in 
these, for instances, bridges, is a reflection of 
density, that what you have involved youself in is 
linearality. 

A, If you will look at the bottom of page 
5 of my precis you will see a denial of that position. 

a Well now, Dr. Borts --- 


A, I will read it for you, 
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A. "Further, it should be noted that there is 
no significant correlation between this investment 
account on the one hand and any of the following 
variables taken individually: Gross ton-miles, yard 
and train switching miles, or milés ‘of track." 

Q. Yes, but mile of track -- what? 

A. Miles of track. 

Q. You are going to say there is no 
relationship between miles of track and the traffic 
that moves over the railway -- that your statistics 
show you that? 

A. Oh, no, that is not what I said here. 
There is nb correlation between this investment account 
on the one hand and any of the following variables 
taken individually: in other words, gross ton-miles, 
and then yard and train switching miles, and then 
miles of track. Each of these correlations is 
not significantly different from zero. As a matter 
of fact, gross ton-miles and gies of track are 
highly correlated in Bastern Canada but not in Western 
Canada. 

Qe What you are saying is that the statistica 
correlation tells you this. I am asking you to 
apply the K test, and that tells you that statistics, 
no matter what it tells you is just wrong because, 
as you say, there is in fact a reflection in inw@stment 
in road property and gross ton-miles? 

A. I am afraid I don't understand your 


question, sir. Could you rephrase it. 
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Q. I will try. What you are saying is 
that the statistics say to me -- Dr. Borts -- that 
in the west as distinct from in the east there is 
no relatiosship between gross ton-miles and investment 
in road property -- no correlation. 

A. No, sir. There is no correlation bekween 
gross ton-miles and investment in tunnels, bridges, 
and culverts. 

Qe And bridges, tunnels and culverts reflect 
density? Density is reflected also in miles of 
track. I am just applying --- 

A. This is a logical chain of reasoning 
which you have adopted but which runs up against the 
numbers. When you have a conflict of this sort you 
can throw out the numbers or the chain and I leave 
it to you to make the choice. 

Q. Well, I accept “logie". Thank you 
very much, and you are not surprised. 

MR. MAURO: No. 

MR. SINCLAIR: Q. Dr. Horkte®,..we. will 
agree on this, that an analyst must not blindly 
follow statistical results? 

A. That is correct. 

Q. He, the analyst, must be wary that 
he does not get spurious correlations and accept them 
as being meaningful? 

A. That is correct. 

Q. In your equation 202A you altered 


the equation by eliminating miles of track. 
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A. Correct. 

Q. And you substituted miles of track for 
one hundred dollars of investment? 

A. In tunnels, bridges and culverts. 

Qs Yes. 

A. 1685 sir. 

Q. Maybe we can see where my chain of 
logic was taking me: the effect of doing that was 
to bring about a minimum maintenance cost per mile 
of track of a reasonably low level, and you point 
that out on Page 6? 

A, Mee ices on that, yes sir. 

Qe That, you said, was a minimum maintenance 
cost per mile of track of $468? 

Avon: $468.97: 

Q. Yes. 

A. That:is pointed; out on page 6 in the 
second paragraph. 

Q. My suggestion to you is that if your 
equation used miles of track as an independent variable 
without trying to introduce extraneous matters 
such as investment in bridges and tunnels, the result 
would give you a figure of approximately $1100? 

A. You are probably correct in that too -- 
that is, in your number; not in your use of the 
word "extraneous". 

Q. I understand. I am not surprised. 
There was no bite in the word "extraneous". My 


suggestion to you is that in view of what you said to 
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me earlier of the inter-relatioaship between the 
co-efficients, the fact that you on your own model 
found the mile of track maintenance cost of only 
$469 to be improper and unrealistic, in view of 

the inter-relationship of co-efficients, wie we 
agreed earlier that this should in itself have been 
enough to have you, as the analyst, reject your 
equation 202A? 

A. Right, whieh I did. 

Q. Thank you. Just for a minute take a 
look at equation 202B? 

A. Yes. 

Q. You said on Page 7 of your paper that 
this equation or model of yours, 202B, indicates 
that differences in gross ton-miles -- and I am 
reading: "...that differences in gross ton-miles 

among divisions are not useful in explaining 

differences in track maintenance." 
Do you see that? 

A. What line is that, sir? 

Q. It is the second paragraph, the fifth 
Line. 

A. Yes, I see that. 

Ge. ".,..differences in gross ton-miles among 

divisions are not useful in explaining 

differences in track maintenance." 

A. Yes. 

Q. What that says, Dr. Borts, is that 


the volume of the traffic moving over the track is not 
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reflected in maintenance expenses? 

A. It doesn't say quite that. What it 
tells me is that the amount; of work done on these 
divisions is captured = the other work variable 
we have and thattths gross ton-mile figure does 
not give me any additional information. 

Q. Let us look at your number sua let us 
take the explanatory variables and see what it 
says? 

A. If you turn to 202B you will see the 
work unit is yard and train switching miles. 

Qe Well then, Dr. Borts, if I have a 
railroad, what you are saying to me is where I do 
only road hauling and I don't do adeentan, then 
I have no maintenance Ee on account of work 
done? 

A. No, sir; that would be a very simplified 
and unfair interpretation of any Ren oa equation 
derived from divisional observations. 

Q. Well, Dr. Borts, you say that the 
variable switching picks up maintenance. I suggest 
to you that switching as an output unit cannot pick 
up road haul and the maintenance that is required 
by the movement of traffic over the line, by definition? 

A. By definition, no, not at all. I think 
‘what we are doing is looking at two different 
problems and thinking they are the same problems. 

One problem is the goal of the cost analyst to identify 


the variation in cost with specific service units. 
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The other problem is the one we are dealing with now, 
namely, taking a regression equation derived from 

a group of divisions and trying to see what the work 
unit tells us -- how much of the variation in expense 
is explained by the work unit. I was quite disturbed 
by this because I felt because this equation did 

not give me a gross ton-mile work unit it left me 
quite unhappy. But the purpose of computing the 
equation was, however, as a check on the track 
maintenance figure. 

@y But once again, iDr. Borts, are we 
not up against this problem that no matter what 
statistics tell us we have to test that by what we 
know? 

A. This is always correct, but we may 
think we know something which we think is applicable 
to the situation, when actually, if you turn the 
problem around, it is not really applicable. 

Q. Let me test it by a very homely example 
which I think will assist me. We know that there 
is a high correlation in Sweden by the number of 
births and the number of storks’ nests; we know 
that -- you know that, don't you? 

A. I don't know, but I would take your 
word for it. 

Q. All right. Notwithstanding that high 
correlation between the number of storks' nests 
and the number of A births in Sweden, the K test 


tells us, doesn!it it, statistics notwithstanding, 
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that we must not assume that stork nests, and therefore, 
storks, have anything to do with human births; 
correct? 

A. You are shattering one of my favourite 
illusions. 

Q. Well, I know this, Dr. Borts, that 
it is always the job of a man of knowledge to shatter 
the illusion of a person who relies on statistics. 

MR. MAURO: And you are the man of knowledge, 
Mr. Sinclair? Oh, the humility. 

THE WITNESS: My wife will never believe 
this. 

MR. SINCLAIR: Q. Let us give you another 
one, then: we know this -- and this is down in 
your country -- that the consumption of alcohol 
in the United States is highly correlated with teachers' 
salaries? 

A. They say that work is the curse of 
the drinking class, 

Q. You would not accept that statistic, 
except as a happenstance? 

A. It may be very significant, however. 

Q. It may be very significant if, in fact, 
it makes sense? 

A. Yes. 

Q. In Canadian Pacific you know, Dr. Borts, 
that in respect of traffic moving over the line 
the number of sectionmen, for example, per mile of 


track is varied? 
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A. Yes. 


Q. And I suggest to you that your equation 
said that there are as many sectionmen -- and they 
are an element in track expense -- there are as 
many sectionmen where the traffic is low as there 
are where the traffic volume is high? 

A. Are you holding the yard switching 
miles constant when you say that? 

Q. Yes, relatively constant in relation 
to ‘the volume of traffic. 

A. Well, I think we are in agreement. 

I think we are agreed that this equation does not 
permit us to attach any costs to a running service 
unit, and that if we could attach it to a running 
service unit we would be happier, and this is one 
of the reasons the equation was dropped. 

Q. And you reject it because of that? 

A. Yes, partly because of that and partly 
because of the fact we wanted to get to a more 
realistic figure of minimum track maintenance, which 
we did, as described in the addendum. 

Q. Well, we will discuss that, if we 
may, as to the realism of the figure, after the 


luncheon adjournment. 


---Iuncheon adjournment. 
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--- On resuming at 2 p.m. 
| 


THE CHAIRMAN: Order, please. 

MR, SINCLAIR: Q, This morning, Dr. Borts, 
we were discussing gross investment in bridges, tunnels 
and culverts, and you said, well, you had the figures 
but they were not available at the moment, and you 
would look them up at the luncheon adjournment. You 
have done so? | 
A, Yes, 

This is the gross tivanbwent bridges, 
tunnels and culverts per operating division in the 
east and in the west,. th exeludes the terminal 
division: and they are approximately the same. The 
average in the east is $5.1 mi114on dollars; in the 
wont, it is $5.09 million dollars. 

Would it be possible to describe the 
variation among the division in this regard? 

MR, MAURO: You go ahead, 

THE WITNESS: In the west, the variation 
around that $5 million dollars is between $2 million 
dollars in Regina and $15.7 million dollars in the 
Revelstoke division; while in the east the variation 
is between $2.3 million in the Woodstook division, as 
compared to $3.5 million dollars in tile Sudbury division, 
so there is a much wider range in thé west; a much 
larger standard deviation about th¢ mean. 


One of things which called my attention to 


the role of this factor was the unusual figure in the 


a SRRRT' 
ee 
“ee ae. 


are ee eoeernes = 


an 


; : eer 
nome L OS so astocisL aatd ta bl madd aloof Biwew!- 


Lye Ph 
cpa: oe 


- val yao ove 
& 
4 A ih i : « “er 
ndaqal asaxrg odd ef eidy 
jotetvin sahteseyo oq abysyioo be -aToaqud 


fa OTE ele et eT fica 


ah 
| 
7 | 
yy 
a 
ie 


sn lkenq¢s Be wad bers ‘aghetah | 


'@ etovaess add et iniivat 
[Lob wobifim @O Se at vr  tkew 
Ldteaog: ag PL binow 


ao latvlb edd gues ‘detent 18 
ios og MOY :ORVAM 


hw sth ol): (Sew aaT 


eisifeb moriiia es tone iva 


yer ech uy aee ut venting 
AP Ao , 
a a “ 


id. teeo ont at eLtiw + wobeivib sniove Love 


ed + 


in eis vii 
: ay wate! me 


ANGUS, STONEHOUSE &co.LTto. Borts, cr,ex, 20368 
TORONTO, ONTARIO (Sinclair ) 


Revelstoke division, 

Q. While in the east, were you struck by 
the high investment, for instance, in the Dominion- 
Atlantie division? 

A, Yes, that was $3.8 million dollars. 

Q@. Yes. And that certainly is not a 
mountainous country? 

A. That is not mountainous; that is correct 

Q.. We were going to then discuss, Dr. Borts 
your model 202G? 

A, Yes. 

Qe I take it from what we have said that 
on reflection and in the light of the results that you 
received on your 202A model and your 202B model, that 
you came to the conelusion that they were not truly 
meaningful and that you determined them to introduce 
other variables and to explain the behaviourism of the 
expense track maintenance and depreciation? 

Bs That is correct, 

Qe In doing this, you dropped from your 
202A model three of the independent variables and you 
substituted one? 

A. Yes. 

Qe And you made a special calculation in 
respect of the two factors that were dropped in dealing 
with the track maintenance and depreciation expense? 

A, That is correct, 

Q& So, in 202C, what you did with respect 


to minimum track maintenance expense was you developed 
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(Sinclair ) 
1 | 
2 a figure and you deducted this from the dsprndentt 
3 variable track maintenance eaaateus 
4 A, I and Mr. Banks developed the figure, 
5 put I carried out the calculations which you describe, 
6 yes. 
7 Q: If the calculation for minimum track 
8 expense, apart from the $742.00 that you deducted from 
9 the dependent: variable expense was wrong I suggest to 
10 you chat this makes the co-efficients in your equation 
11 wrong? 
12 . A. Oh, I would agree with that. 
13 Q. You would agree with it? 
14 A, Oh, certainly. 
i Qe Now, I suppose, tr. Borts, that if you 
16 had instead of deducting $740 odd from the dependent “ 
17 variable for minimum track expense, but that you had pu 
18 minimum traffic expense as an independent explanatory 
19 variable in the aeuasien, the figure for that ee 
20 track expense would have been approximately the same 
21 figure as you would have developed for minimum track 
ee expense on your other sueselaue namely, approximately 
23 1,100 odd dollars per mile of irabice 
24 A. I do not think your statement is clear, 
25 Let me rephrase it, and I will agree to it. All right 
26 -- if I had instead of adopting this procedure used 
27 the track mileage as an independent variable, then it 
28 is very likely that the co-efficient of that variable 
29 would have been in the range of $1,137.00; that is 


30 correct, 
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Q. And that would have been approximately 
the same figure as that independent variable working in 
your equation 202B; would it be? Not too far off? 

A, That is the same hypothetical question 
applied to 202B; if in 202B I had used track mileage, 
we would have gotten in that range, | 

Qe Yes. 

A, This is certainly possible, yes. 

Qs Now, Dr. Borts, am I correct in this: 
that only in 202¢ of the models that you have presented 
to this Commission; that only in 202C have you not used 
an independent variable, but have made a calculation 
and deducted the amount extraneous of the equation 
development from the dependent variable? 

A. That is, this is the only case where we 
use the dependent variable, which was other than the 
same dependent variable that the railway used in its 
co-relations? 

Qe Cn, Have the only dependent variable 
that have had deducted from it an adjustment extraneous 
of the classification of accounts group? 

A, Yes, I believe that is correct; yes. 

Q. Now, looking at your equation 202¢, 

I suggest to you that if you had included mile of track 
variable instead of deducting, as we have been talking 
about, from the dependent variable the amount for 
minimum track deli vonande per mile of track, you would 


ar 


have got a significantly higher Ro from your equation, 


and you would have also had statistically significant 


ee 


: mate % 
f ert Ay” om . + in 


yee cinae a 


a i ‘cy. ‘bea ‘ a =n a 
a itt: wataluon ofdmruay See »: re 
Ss : iy 


es 7 my ve. chu a ie 


Re Fo Wt 069 dow tom $k: Dio (8908 
A SEN) i 


wo “deerp Lest? acon S428 ont eb saat 


eS 


be 
* 


e 


sy4aetia ioserd Gene Baw I nich) nt .) 18508 of bettage , 
. aM ; ir Ny 

hia eek onset” desid at’ dstiea ovat bivow ¢ 
at) an 


Wa ,sey  sidiseog ylalserso ef: eig?: sf 


- :aias al testis I ae. BtsOe 6a wR 6h): : me 
aah 4 j 
I ~~ t ' yt &JO Y od 


tend alobow ed? to B80S at. ciao tacit a 
| 


benny tom poy Saran OS0S mh: elae sent iwera salwarod atdd of 


ar 
i 
2 \ 
ee ee ee 


ivalooteo 8 abso oved ted yoldetuay Josbacd GOnee a 


3 


4 } i y a. 


ie Holt tees et Yo epocastixs Jawame eri bat cubed ‘aa Y 


- 


‘ a aaa Ps eye — vil =} a me Lose 
sidgtuey trobregsh sW pov tdaemqoloreh 


? 
- 
- 
*» 
-- 
2a 
2, 
3 
? 
= 


. a ' 
iL ; Pm, 
f ; tah vi rr é “ . m fe pha f be Wey al a <a i" 
4 : Siw OF io Seas wow AoOLaw en f C&Lgsy, en ap maysb mie ati .- 


: 
gi 
——= —ow 
© 
™ 

an 


ol we’ e - *& ‘© rae al oot Bway vu we «f © we "7 af f . t . $: 2 gy 
oY L A BW pas Be ; : p by ated vo het Ww doch cs | ust » ean \ cred ts Iqs oa 9USS AG 


” ; ; , ; 7 , 
ty * Pa ae 
; senohesieneoo- | | 


my 
; Aj i 
tN 9 £7 a my t aL | ateall oy ’ 


Pa 
~ 
~ 
a 
P 
< 
£ 
> 
s: 
ne 
+ 
a 
< 
e 
-«; 
i 
7? 
3d 


Tih woes PORE Aes mel even. ae id 
i a 


r,t 


a 
7 
— 
Pa 

son 
2e 
3 
&é 
on 
t 
om 


[Quen EUENOS I LO metteotiteesto: ie idk nee 


b ocimdersin -_ re babe os ” A ' m 
a ' I age ~/ Bt ¥ cue he ‘a oY? " gd h x aSz Pe . . a ny 
‘ ~~ BEARS PLY) Py ways" aa a : 
7 WSes Hows BHPS Thy ue = af soot , Fou al 
) = 


lin bebol sar had. sie Le Jed oy di denpa 


ee 
q . 

& 

& 


muss evad ow ss pate sandal ea beste di 


ot dangwe eadd ae dnenaoget: sit mK 


ah Vale ax 
“ i heey n i a F ate 
af 


ANGUS, STONEHOUSE &@co.LToO. Borts, cr.ex. 20371 
TORONTO, ONTARIO (Sinclair ) 


1 

2 values of Tf. | 
2 A, Well, I had not dea this but I will gran 
es you the possibility of this occurring. 

5 Q. Well then, assuming that that is right, 


that you would have got a higher R value and statisticall 
Significant values of T by putting this mile of track 
into the equation as an independent variable, why would 
you, as a statistician analyst, not have done that and 
received higher statistical values from the statistical 
tests? 

A, Higher statistical values of what, sir? 
You mean why did we not proceed in that fashion? 

Q, Yes, 

A, Well, the answer is that we felt that 
proceeding in this fashion gave us a figure -- would give 
us a figure for minimal track maintenance which was above 
the figure which we felt to be the threshhold cost or 
track maintenance. 

After all, the major use to which the railway 
puts the track maintenance figure is costing out what 
is called the track maintenance expenditure on solely 
related branch lines, and we felt that a direct. 
calculation of the threshhold maintenance cost on solely 
related branch Lines would be a more accurate procedure. 

Q@. But you see, Dr. Borts, I think that it is 
my fault -- my point to you was this. Leaving for the 
moment aside;what I am going to say is knowledge 
extraneous of the statisticg To determine what you are 


going to do by applying statistics alone -- that is, 
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statistical tests -- you would have had better results 
by putting into your equation a mile of track independen 
variable? 

A, That is very likely, yes. 

Q. Then «--- 

A, But the -- let me ask you one thing. 
Better results than what? 

Qe Then what you got from the moe 

A, Oh, but I think you are comparing two 
dissimilar figures, This .69, which I take it you are 
pointing to, on page 2 of my addendum refers to a 
different variance with the .827 which occurs on page 
4, 

In other words, you cannot just say, "Here 
is 69, and here is 83; one is smaller than the other", 

Qe. I was not putting that to you, Dr. Borts, 
I was taking your own equation. I was not 
taking your equation and comparing it with our R@ values 
in the Canadian Pacific seus bieut 

I was taking your own equation and dealing wit 
it in this way: instead of adjusting your dependent 
variable; leave your dependent variable without 
adjustment, but put into your equation as an independent 
variable. a mile of chiar 

A Well, the answer is you would use the 
R-, but you would also raise the multiplican against 


© 4s being applied, 


which the R 
Q. This is right, but what I am saying --- 


Ay It is quite true that if I had left this 
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account unadjusted and followed the procedure you 
suggested, I would get a higher n=) but the point is 
that this procedure is also a way of accounting for 
variation, 

Q. You say this procedure -- you monn the 
procedure you adopted? 

A, Yes, 

Q. But the procedure you adopted was working 
extraneous of statistics to arrive at one of the 
explanations of the eaeidbiitey of Gavedsent tase 
maintenance and depreciation? 

A, That is correct, sir. 

Gi rere my question to you, Dr. Borts, 


was that you set aside statistics in this case and 


applied what I would say experience and knowledge outsid ‘ 


of statistics to arrive at your results? 

A, That Lbreostier! 

@. And as we agreed, the validity of this 
whole 202C is materially affected and would not be 
proper if this calculation 742 as the minimum 
maintenance is wrong? 

A. That is correct, sir. 

Qe Well, in 202C you made a choice of 
train miles as an explanatory variable instead of gross 
ton miles? Correct? 

A, . That is. réght. 

_ MR, MAURO: I was wondering, Mr. Sinclair, 
for the aid of the Commission it is the second page of 


the addendum. Commissioner Anscomb, it: is page 2 of the 
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addendum, 

COMMISSIONER ANSC OMB : Thank you. 

MR, SINCLAIR: I am sorry, sir. It is my 
fault. It is on the addendum; the 202 model. 

Q- If I may recapitulate for a moment, Dr. 
Borts, what you did -- Commissioner Anscomb, the witness 
has said he took out as an independent variable gross 
ton miles and substituted train miles. 

Now, Dr. Borts, you agree, I take it, that 
in track expense, which is the dependent variable we 
are discussing and that: you were explaining with these 
dependent variables thal track expense is affected by 
the speed of paces 

A, Unquestionably. 

Qe You also agreed, Dr. Borts, that track 
structure, maintenance rail joints, switching points, 
other track elements are affected by the number and the 
weight of the cars and locomotives passing over them? 

A, I would ae the word "axles" but we would 
be agreed completely. It is the number and weight of 
units passing over. 

Q@. Now, Dr. Borts, I suggest to you that 
by taking train mile instead of gross ton mile, in view 
of your answers to me, you are saying that you have not 
given effect to the fact whether a train is being pulled 
by a train master of over 2,000 horse power or a road 
switcher of 800 horse power? 

A, Nor have you, sir, since the gross ton 


mileage figure that we are all using is a trailing ton 
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mileage. 

Q. So, up to there they are even, But you 
have not, I suggest to you, made any difference 1s to 
whether the train that is being pulled is one of 20 
ears of one of a 100 ears, 

hy That is Sie Ries 

Qe Or whether the cars being pulled in the 
train are loaded or empty? 

A, Correct. 

Q@. In fact, what is disregarded is the 
number of cars; the weight of the cars; and in effect 
what we get down to is saying, Dr. Borts, that the 
explanation of tr&¢k} maintenance in regard to traffic 
moving over the line may be etpretued by counting 
cabooses? | 

A, If each train had a caboose -- caboose 
miles, sir. 


Is it relevant to introduce certain material 


MR, MAURO: Dr. Borts, you keep asking Mr. 
Sinelair -- do the things you think would be helpful 
to this Commission, Dr. Borts. 

MR, SINCLAIR: I want to say to you, Dr. 
Borts, if you feel you want to add anything, I certainl 
wish you would do so. 

THE WITNESS: All right, fine, 

I would ike to take a few minutes to add the 
reasoning behind our procedure in this regard, because 


we realize it is a controversial issue, and I might add 
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it is an issue that is not really settled among railway 
engineering people, 

I would like to quote from a text entitled 
"Railroad Engineering" by Professor William W, Hay. 
He was at the time this book was written Associate 
Professor of Railway Civil Engineering at the University 
of Illinois, The book was published in 1953 by John 
Wyley and Sons, and I am quoting from pages 28 and 29, 


where he says that: 
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"Cost per train mile is used extensively 
in the following, ghapters in comparing the 
effects of distance, curvature and gradient --" 
Q. Of what? 
A. Upon the cost of running the train. 
He does not distinguish on this point. 
Qe Costs of running the train? 
A. Yes, all costs of running the railway. 
Q. What we are talking about here, you 


will agree, is track maintenance? 


A. Let me finish the quetations: 


" Cost per train mile is a satisfactory uni 
for such comparative studies", 


That is on Page 30. At Page 368 in wonjunction: with 
rail life, the life of rail, he says: 
"Gradient has an effect on rail wear, excessive 
i = -~Stwearkbitd dbtasiGn resulé from the use of “sand 
ve and heavy ibrake applications." 
At Page 368 he also says: 
| "If the effects of rail defects are excluded 
the service life of a rail varies with the 
traffic, that is with the tonnage, the 
axle loadings to speed the amount of curvature 
and the difficulty of maintenance." 
Now, in checking this out what we did was to look 
at the figures on axle loadings which can be derived 
from both the source which I have just quoted and 
from the operating statistics of the different 


railways. We had to use operating statistics on box 
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cars for American railways but I think they are 
such that they can be applied here to see what the 
difference in axle loadings were. I would like to 
mention this now; I am going to mention steam 
locematives because undersiand they were in the 
grain service at the time the cost study was carried 
out although they probably have been withdrawn by 
now. No allowance has been made for that fact either 
by ourselves or the railway. On a Baldwin ‘freight 
locomotive --- 

Q. This is Baldwin steam freight? 

A. Baldwin steam freight locomotive, 
a 48helocomotive the axle loadings on the drivers 
would be thirty-six tons per axle. On the loading 
and trailing axles it would be twenty-seven tons 
per axle. On diesel units the axle loadings are 
naturally smaller. ins an electro-motive division 
deisel engine, a 1500. nyse: power electro-motive 
the axle loading would be 28.8 tons per axle. On 
a GE 5400 horse power ddésel --- 

Q. We have not any of those in Canada. 

A. All right, we will stick to the EMD's. 
As far as cars are concerned, on box cars which have 
a load of 50 tons -- that is the U.S. average capacity 
and I realize it is slightly lower than the grain 
average but I will give you that in a moment -- on 
box cars that have a load of fifty tons the axle 
loading is eighteen tons per axle or ten tons per 


axle short of the diesel loading or eighteen tons 
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per axle short of the steam loading. That is a 
loaded box car. 

On an empty box car the axle loading would 
be about six tons. 

Q. That is taking on tare of what? 

A. A tare of twenty-four and the other 
types of cars would vary around that, that is, 
dependent on whether they were loaded or empty. 
Now, taking into consideration the fact that the 
average load per car, that is the average ton mile 
per car mile on the Canadian Pacific which is 
about thirty-two tons, I believe -- 

Q. Exclusive of grain? 

A. Exclusive of -- 

Q. 31.3,, lthink, extlusive of grain; 
fifty-four tons grain, is that about right? 

A. Just a second and I will check it. 
This is the Canadian Pacific Railways report to the 
Dominion Bureau of Statistics and for 1958 we have 
average ton-miles per loaded car mile is 32.5 
and that does not include any empties. 

Q. My question was, the figure I was 
trying to give you was exclusive of grain and inclusive 
of grain: 

£. Well, I do not have an adjustment 
for exclusive of grain; this is inclusive. 

MR. MAURO: That is inclusive of grain thirty- 
two tons? 


THE WITNESS: 32.5 tons which would mean an 
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axle loading of approximately thirteen tons on a 
box car, thirteen tons per axle. We are comparing 
average axle loadings of thirteen tons per box car, 
unloaded box car and six tons on empty box cars 
with an extra loading of twenty-nine tons on a 
BAOO h.p. dtesel as well as an axle loading of 

36 tons on a 484 steam locomotive, some of which 
were in operation at the time the study was made. 
So, this is the background for our position that 
these axle loadings were relevant. 

One more point I should bring up; at last 
week's cost conference we came to virtual agreement 
that if we could have a physical measure which 
embodied both the axle loadings and the motive 
power unit and the weight of the trailing cargo cars --- 

Q. Trailing cars ton miles? 

A. Yes -- this would be the most desirable 
way of measuring the effects of traffic moving over 
the track. But, in the absence of such a unit existing 
a compromise had to be sought and all different parties 
to the controversy moved in different directions in 
seeking that compromise. 

Q» You say all the axle loadings may and 
do vary dependent ¥pon the load per car and dependent 
upon the locomotive because of the way ddesels operate. 
I suggest to you, because of dynamic braking} with 
the improvements particularly in heavy gradient lines, 
that this is not as important a factor as it was to 


trace out when there was mostly steam? 
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A. I think everyone would agree with that, 
Sir. If it were possible to cost out your line on 
a pure digsel basis I think we would all be happier. 

Q. What I am saying to you also is this: 
by taking train miles and while you can get substantial 
changes in axle loadings by taking a L19Q@chspswsidiesel 
as against a car of grain, that when you get to 1200 
h.p. diesels or branch line diesels that this is 
narrowed substantially? 

A. Yes, that is quite true. 

Q. And when we look at the matter such as 
we are discussing now we have to look at it in relation 
to where the grain is moving from and on what type 
of lines it is moving from and what type of equipment 
is working it? 

A, Quite so. However, I am under the 
impression that most of the cars ton mileage on grain 
is on the main line. 

Qe That may be so, in view of the fact that 
it must channel at Calgary and at Winnipeg? 

A. Yes. 

Q. But there is still very substantial 
mileage on what may be termed non-trunk lines cars ton- 
miles? 

eo I do not think there is as much as you 
woukd think. I have a figure here which might help 
us out in that regard. 

Q. When I say "substantial" I mean something 


like over 25 per cent. 
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A. Oh yes, we can get down exactly just 
by pulling out this work sheet. If you take the Kenora, 
Vancouver and Revelstoke divisions -- Kenora, Po age, 
Vancouver and Revelstoke as your #m™ank line divisions 
then seven elevenths of the grain is automatically 
accounted for on those divisions, the gross ton-miles. 

Q. Yes, and as I pointed out to you, for 
instance, the Canadian Pacific in its freight operations 
diesels in the west of Calgary operation, That is 
where we were using diesels in this study; correct? 

So that these factors are an appreciation of it which 
arises from the way the traffic moves and how it moves. 

A. Quite so. 

Q. One of the things that you as an analyst, 
Der. Borts, do want to be careful about, and I think 
you have been very frank about this, that in taking 
the train miles you are not overlooking a very material 
part of the work affecting track maintenance, affecting 
car ton-miles? 

A. Yes, a question of making a compromise 
with the data in order to be able to handle it. 

Qe Except, in taking train miles you are 
unable to reflect anything as to variation in length 
of train or weight in cars? 

A. Well, I agree. I think the real problem 
here is, you are dealing with a large number of factors 
any one of which can affect track maintenance and 
the problem is to put your finger on the most important. 


Q. Now, Dr. Borts, I want to turn to your 
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equation account 266, shop and engine house maintenance 
and depreciation commencing at Page 7. At the bottom 
of Page 8 of your paper the model that you have 
adopted for costing of grain, as well as the model 

on Page 10,—I want to draw your attention to the 

model on Page 10 which you have adopted as explanatory 
of expense variabilities cost factors power plant 
maintenance and depreciation and also the model on 

the top of Page 12 which is a model that you have 
adopted as explanatory of the group of costs being 
despatching and station employees. Now, those three 
models were developed by pyvamiding? 

A. That ie Paehs., oie, 

Q- And you do not en any of those three 
models give an R© or the T value of the co-efficient 
in the model? 

A. That is correct. When you develop 
these relations by pyramiding it would be extremely 
difficult to derive for the final equation a test 
nificance. In developing these 
models I relied on the tests of significance which 
were applied to the equations before they were combined 
he above which has been described as pyramiding. 

I did not use the term pyramiding here, by the way, 

and as far as I know the first place I saw reference 

to it is in a book called the Economics of Competition 
in the Transportation Industry by Mr. Wry Meyer, Mr. Pec 
and Mr. Zwick. 


Q. I have read that book. If we keep using 


: hue erecta 
‘ tie Wie . 
wotod ot) eh 0 ae de “pitches 


i ay ty . Serr 9 er my 


} o@rfecsveten romest wea 


+: Ad SO eA Zebow aa? mea Ho 208 


Leal ia 


; i. Pabon Gis 26 i0ewW €o Stet te Batewos. not ots "i if 


‘ 


ae 
fi 


Ohh. ot SOL: Buoy VE OF paw = OF ae ‘ , i 


Site rig ‘Cae oe BeTgooes SVar 
4 


§ ¢ f ’ ' ee - hy ‘ 7 
atl WOT SIGI RS? ie OiPilidetiiv eanedny TF 


ina See oe 


oe 


ee 


hob ean Ke a 


hil 


Borts, cr.ex. 20384 
ANGUS, STONEHOUSE & CO. LTD. t 
TORONTO, ONTARIO (Sinclair ) 


it so often -- 

A. I do not think it is offensive in the-weay 
I quoted the reference. 

Q. I do not think it is coffemsi-ve in wny 
way because pretty soon we will have it on the best 
seller list. I have heard that since this Commission 
started its sales have sky-rocketed. | 

MR. FRAWLEY: The Commission should get a 
royalty. | 

MR. COOPER: Sold only to the best people. 

MR. SINCLAIR: @. And now, Dr. Borts, 
you said that you looked at your T values in the 
various equations that were used in arriving at the 
final model? 

A. ¥es . 

Q. And I suggest to you asia statistician 
you will agree that once you pyramid into a final 
model the key values of the individual equations 
sannot be related onto, say, that the T value of the 
final equation will be statistically significant? 

A. Oh, I would agree with that. 

Q. Now, looking at Shops and engine houses 
for a minute, that is your final equation on shops 
and engine house maintenance at the bottom of Page 
S of your paper. Now, my suggestion to you is this, 
that if the work, taking this final equation and 
forgetting about the pyramiding which were prior steps 
in the development of this equation, you will find 


that you will get meaningful Re and that you will get 
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Co ee (Sinclair ) 
1 
2 T values that are meaningful but your cost co-efficient 
3 on your independent variables will double. In other 
4 words, the cost ascribed to grain will be twice as 
5 much as it is by using the equation that you have? 
6 A. 1 do not believe it. 
7 Q. Well, Dr. Borts, I will then ask the 
8 people that I asked to run this for me to let you see 
9 p Arie 
10 A. Fine, very good. 
11 MR. MAURO: This is what I thought the 
12 cost conference was for. 
13 MR. SINCLAIR: This happens to be the way a 
14 lawyer thinks and a statistician does not generally 


15 think of doing things directly and when they do things 


16 directly this is the way a lawyer thinks. This may 


17 be a surprise to quite a few people. 

18 MR. MAURO: Perhaps he should have been at the 
19 eost conference. 

20 THE WITNESS: Mr. Sinclair, I should point 

71 out that a question was raised about this equation at 
yy) the cost conference and I agreed to go to my notes 

02 and check them out. The point which was raised at 

24 the cost conference was that if the maintenarme and 

25 depreciation on shops and engine houses were affected 
26 directly, yard and train switching miles,in the manner 
a in which you suggest then. the RO" worere” would 

28 be achieved of .65. Nowz checked out this figure and 
29 in a memorandum which I sent to the staff of the 


Commission and Mr. Stenason as well, I checked these 
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accounts, my own figures and found nothing of the 

sort could be arrived at. Now, this means either that 
the description of the equation is necessarily so 

or Mr. Stenason and Mr. Romoff have a different model 
in mind from a simple regression. 

Q. Well, what I said -- 

A. And the only thing I can suggest is 
that this be worked out with the staff because we are 
obviously up against a disagreement as to what the 
numbers said. 

MR. COOPER: Mr. Chairman, I would suggest 
Mr. Sinclair let this matter drop at this point and 
the cost experts can work it out between themselves. 

THE CHAIRMAN: Yes, I think so. 

MR. SINCLAIR: Q. Quite so. Looking at your 
model on Page 8, shop and engine houses maintenance 
and depreciation, would this be a fair interpretation 
to draw from it, Dr. Borts, that this equation is 
saying that the group of expenses described as shop 
and engine house maintenance and depreciation is 
a constant term and aside from that is acceptable by 
yard and train switghing miles? 

A. tes, #ir. 

Q. In other words, yard and train switching 
miles explain a variability in maintenance of shops 
and engine houses? 

A. Yes, sir. 

Q. Well, Dr. Borts, assume with me that the 


Canadian Pacific then contracted all its switching 


i 
1 att St 


dak rode Lan at ive 
| nad aoe he 
boiiaat ramet « 4a bie nowscmd® i 
ie Nin 


4 eae . 
W pe! 


.noonsenger stone a aon ® 


A iy 


f hd i 


ae ate bf dane fie 


bets uittio ait haa” 


dada 


Aden eee ‘Bent "SOW ed ata’ 
es Be) 
AMS ai; i : 


@ 2anisos rss 


Lau B7ta¢ ciouect 


eek OG 


Toen “Le SB 


: 
y a ares ane 
ith Het 


bay ) 


4 


> dita Gere (6 e5e4 iin , Lebon! 


mot t WEE » Oe 


i em 


f 
Pp. A: aff 
br VSS 7 


any Uhr Lage on) eaLkmtte 


Ta a 
* 


bis i a" “ 


val ta 


Shree. brs neiads 


tke Bat 


abstow. ‘s6ct0 sail 


ae 


Borts, er.ex. 20387 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO (Sinclair ) 


in view of your answers, I suggest to you that they 
would not need any shops to repair their box cars 
running over the road and their locomotives? 

A. I am not sure I see the point of your 
question, sir. Could you say that again? 

Qe You have said to me that what your 
final equation did was to say that yard and train 
switching miles explain the variation in shops and 


engine houses. 
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A. It explained it in a statistical sense, 
You are aware this is not a technological relationship 
in a sense, 

Q. Well, if it explains it in a statistical 
sense, it has to make sense in a proper casual 
relationship or you will not accept it, as an analyst? 

A, Could Ponty as me the example of a 
casual relationship again? 

Qe Casual relationship is a negative one 
that I put to you, and that was, that if the Canadian 
Pacific contracted out its switching, then it would not 
have any shops or engine houses? 

A, Tt would have fewer, 

Q. It would not have any variable expense. 

A, Oh, variable? 

Qo e+. Shops and engine houses, 

A, Variable expense? 

Q. es. 

A, I see your point, Your point is, if 
your switching were done by some other company so that 
each division showed up @ zero percentage for yard 
and train switching miles, then we would never have 
gotten this equation. 

& * 

Qs That is what I say to you, that the ee 
result of your equation, showing yard and train 
switching miles is the only factor that explains 
variability in maintenance of shops and engine houses, 
is wrong? 


A, You see, you run into this interpretatio 
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| 

with any equation. Let us back to you own equation at 
the bottom of page 7 which is labeif@edj3235:suppose you 
contracted out the equipment maintenance but agreed 

to repair the buildings yourself, Well, according to 
this equation, if you contracted out the equipment 
maintenance, there would not be any maintenance of the 
buildings. 

Q. If you contracted out the equipment 
maintenance? 

A, And agreed to repair the buildings 
yourself. 

Q. But surely, Dr. Borts, if you contracted 
out the equipment maintenance you would not need any 
shops for equipment maintenance, 

A, Suppose you said, “Come into my shops 
and do my repairs for me", 

a. Well, the answer to that is that you 
would include in the cost of turning it over to 
somebody, the buildings. 

A, Well, you would include in this equation 
the amount of switching work they did. 

Q. With all due respect, Dr. Borts, I say 
the things are not comparable, and I will give you a 
practical example. There is a railway in Canada known 
as the Quebec North Shore and Labrador. 

A, Yes. 
Q; And it operates very heavy trains? 
Ai Yes, sir. 


Q, And it operates as a line haul carrier 
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with another company doing the originating and terminal 
switching, and it is a trunk line: are you suggesting 
to me that in respect of the shops and engine houses 

of the Quebec North Shore and Labrador that they do not 
vary because they have no switching? 

A, No, what I am saying is, if you are 
dealing with divisions of a railway which do switching 
and line haul, then it is perfectly conceivable that 
one of the cost accounts is going to be explained by 
the switching function alone. In the hypothetical 
example you gave me, if it turned out some of these 
divisions did no switching I would not have used 
switching as an explanatory variable. It would not hav 
been a desirable work unit because it would not express 
differences in the amount of work done in the different 
divisions. 

Q. But we know shops and engine houses 
repair equipment that is worn out both in road haul 
and in switching? 

A, That is correct, 

pe And you have given no weight to the 
fact that these shops and engine houses do effectively 
work on road haul repair? 

A, Agreed, 

Q. Now, would you ----= 

A, Are you going to pass away from that 
equation, because I would like to make a statement in 
regard to the rationale for the procedure there. We 


did not depart from the Canadian Pacific's equation on 
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frivolous grounds. The reason I felt it desirable to 
give up the equation which they use, which I describe 
at the bottom of page 7, is that I felt it represented 
Simply a proration of the shops and engine house 
maintenance among the different districts of the 
railway, and that as a consequence of representing 
a proration what it did was tt set’ -a' very high pércétita e 
on variable cost. If you look at the back page of my 
submission, page 43, I think ae you will find that 
the total constant cost for the construction in the 
account is something like $81,000, 

MR, MAURO: Whereabouts is that? 

THE WITNESS: On page 43, account No. 235. 
$81,290 is the total constant cost in that account. 
At the same time, the railway reports a total 
maintenance expenditure in that account of a vastly 
larger figure which I will read into the record as soon 
as 1 find it. The railway's account of the maintenance 
alone of shop and engine houses is $2 million, and the 
depreciation is a correspondingly large figure. So, 
in effect, what the railway procedure does is to regard 
the total amount of this maintenance expense as a 
variable expense directly variable with traffic. We 
felt it was inaccurate especially when you are dealing 
with the maintenance of physical structures which are 
not themselves forming traffic service, and as a 
consequence we felt it desirable to attach this cost 
to a service unit. 


MR. SINCLAIR: Q. And you never did that 


: 


ce 


% 


Ae ae. os 


ee ‘Siete: Eiteb: Tf pea: ‘a 


=e 


| es 
ree i SC : ToRs A T i << ‘ ia on coe settaupe a 
pare Ro See 


Bigtie ia poet at et 7 odd Pn At aatg + maitiod 
ani he wgaddea edi ‘e soeatons «vlan 


A nae | 


4 


Alokeents anereVhip odd) 3 same sonsnede, 
| : | na sa 
it (atu ; aaa Al va ie \ Ua, 
Wiereongey to) Steeupeseapo 2 46 errs beat anche 


x 


a = 
Ss 
=r 


pea 


~ 


- 
sa De 


ei 


rod A » AP Estes, oo ae ° 8 “ey Sw fy} h be a wv da! tit. Tel tes x07q a 


Taek Ce : . os — oa 
ay 


en 


_ 
ene 


7 38 wool wy TE ~eape eidst “DV aa! 


We Te 
- 2 
) 
sanptinceinnidiagiaisaninatl 
= 


bs . A “i — wre a — “oe pani ae a 
nth bite goy Ue deatdd Tt ,ER ease wuitnboen 


An { ee ee ee os ia ll al ah # Peon) ee, oan Moh US 4 
; » Bo (j 71.408 % 3 80" TOL .800 Jesv Shoo Lavoe ef 


‘ 
: odes ovadW Dim wf 
+9 Cae = oi Wy Mira a t 1% 
a 
a j 
ie, Brew Rr Li 
ions") ; Le a si i Cie eee. oh Py a wae | oreryt *) coals 
+4 i 7, a Aa ‘ J i » i? ve, ee feb wi oh LEADS he a, OF Ci Male bapt y : 
i ‘ ’ it 
my A H 
bh 
he cl oo Latet’ ott OOS £Be 
if @ vy At We et hy u) 
‘s ; . v 
v.) f 
‘ 
t 


sHiel [Lani bweqgaea TIS 2 at wo Metoomtbh 


ook sixubeootd vawlier add) dash: 36 site, ra 


difw sidaivay vlteeuth ssasaes winit 


nolw Yi{slosegqss oases anid gs #2) 


suitoute (sabeyelq to conemos nti ost, 


esoLvres onttaed, geioiel eovligen fe 


th vines 


fomaite ‘of epsieeual * gies owns 
Pia pect 


20392 


ANGUS, STONEHOUSE & CO. LTD. Borts » CY,e@xX, 
TORONTO, ONTARIO (Sinclair ) 


in any of your equations? 

A, Never did what? 

Qe Not accept a relationship with a non- 
service unit? I suggest to you in \one: of your own 
equations you did exactly the same thing? 

A, I would appreciate it if you would point 
Lt out, 

Q. It is in one of the pyramids, as I 
recollect, on page 10, 

A, Could you refer to the equation, please? 

Qe It is right at the top of page 10. 

A, And in the active pyramidding what I 
did was to fit the dependent variable to an investment 
variable and then wash it out, 

Q. But earlier you said you were satisfied 
to accept significant values, statistically, from the 
steps that you took in building the pyramid to the 
final equation? 

A, That is correct. I might add the reason 
for using investment as a means of making the pyramid 
is the fact each of the accounts includes depreciation 
which is simply a percentage of what you happened to 
carry on your books as. gross investment. 

Qe Oh well --- 

Ax It is not simply a percentage. Excuse 
me, There are differences in depreciation methods, 
depending on whether it is straight line or declining 
balance. But, you will agree that the depreciation 


figure used is derived from the gross investment, 
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Q. It is derived from the gross investment 
to reflect, on a turnover method, the life that is goin 
to be used, and the use of the asset, and therefore 
it does affect work done; correct -- even on a straight 
line depreciation? 

A, Well, straight line depreciation may 
have no relation to work done, 

Qe But straight line rates are changed to 
reflect on the basis of the turnover method? 

A, When they are changed, that is correct. 

Q. And any straight line put in and not 
changed is not a realistic straight line rate, if it 
is not measuring work changes over technology and time? 

A, There are some straight line changes 
which may not be realistic simply from the year chosen 
also, 

Q. Of course, Dr. Borts, your explanation 
was a rather interesting one, but now just try to apply 
your explanation to the second one from the top of the 
page -- not investment; but, the next one. 

A, Yes, we found there that the relationshi 
which you people had fitted, that I have described on 
page 9, actually held in the east, 

Q. So, while it was no good when we did it, 
when you did it you did accept it? 

A, No, we just did it where we thought it 
was significant. 

eo, And the Canadian Pacific did where they 


thought it was significant? 
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1 
2 A, Yes, sir. 
3 Qe Now, we are into this question of your 
4 suggestion of allocations, or what you call prorations, 
5 and I remember a little phrase of yours that you did 
6 not like prorations, and I suppose the way you would 
7 approach costing would be in this order: first, direct 
& is the preferable method? 
9 A, By "direct" you mean direct identification 
10 of service units and a direct computation of the 
11 percentage variability from some engineering figure 
12 if possible? 
13 Q@>. Yes. 
14 A. That would be the best, yes. 
15 Qe Second, regression? 
16 A, Yes. 
17 Gs And thirdly, prorations, unless the 
18 prorations were based upon engineering data? 
19 A, Yes, I think that would be fair, 
20 Q. I find this just a little difficult to 
21 follow: when you call something a proration, but that 
22 you have a constant term, how can you prorate something 
23 if you have something left over? 
24 A; You might have a five dollar constant 
25 left over in a $10 million account. For all practical 
26 purposes it is a proration. 
27 Q. But for all practical purposes it may 
28 mean only that the equation has shown you that the 
29 matter you are dealing with is, in fact, highly 


30 variable? 
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A, I would grant you that, 

Qe Now, Dr. Borts, we have been talking 
about this pyramidding, and I think maybe if we could 
look at your equation, with which we have been dealing, 
and may I draw this to your attention: if you try to 
pyramid, what you have done is taken west, east and 
then system on top to arrive at a final model, and I 
suggest to you if you are going to pyramid you should 
pyramid from the same base, because you have certainly 
got a queer looking pyramid where you have got the 
thing on top bigger than the base, and that is what 
you have got. 

A, Could you explain which equation you 
are referring to? 

a. The one we have been talking about on 
page 8, 

Q- This will apply any place -- you have 
done this on other equations, but where you have taken 
east, west separations in the steps to a final step, 
the system, and applied this on top, and we have , for 
instance, to arrive at your final result, you have got 
@ pyramid which looks like Atlas holding up the world. 

A. Well, I am not an art critic so 1 
cannot say what it looks like. 

Qe But it is a queer looking pyramid. 

A, The pyramid is required by the necessity 
of staying within the rules of statistical significance 
I certainly could have computed equations separately 


for east and west, but I would have gotten beyond the 
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Significance levels which I wanted to set for myself. 
Qo. May I draw to your attention you get 
some pretty poor significance levels when you get an 


Ro 


or a variance explanation of 26% -- and that is 
what you have done here, 

A, Last week we argued for about half a 
day on what a healthy 6% meant, and I would refer you 
back to your own people. The question of what a poor 


R° is or what a good Ro 


is is something you really 
cannot decide, The only test we have is significance, 
I think what you are saying is, we have not explained 
a large amount of the variations, and I would agree 
26% is less than 100%. 

Q. You would also agree statisticians 
generally are looking for variance explanations of 
around 50% or better? 

A, T would not use any a priori figure 
to that, sir. 

Qe You are saying to me that statistics 
you must look at when you get a small percentage of 
variance explained, you must look at the units that 
you are using to explain the expense to see if they 
can stand the K test. 

A, That is correct, 

Qe On power plants maintenance and 
depreciation, your final model, on page 10. 

A, Yes, sir, 

Q; What you did here was, you took 


maintenance depreciation in power plants and developed 
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a coefficient for investment in power plants, and then 
you regressed power plants and tavestaent in shops and 
engine houses, substituted that regression by investment 
in power plants in the first equation, and then you 
regressed investments in shops and engine houses with 
yard and train switching miles and substituted that for 
the investment in shops and engine houses in the second 
equation? 

A, That is right, 

Q. Once again, if you do it the lawyer's 
way -- that straight-ahead way, which you have enabled 
me to draw to your attention -~+ and if we take these | 
power plants and regress directly on the basis of yard 
and train switching miles, once again I suggest to you 
Ghat you will get a meaningful R, and you will oar a 
statistically etienitisant variance of f and the only 
difference again will be the materially increased value 
of the coefficient. | 

A, Gould you tell me what those numbers are, 
Sir 

Q. Tell you the numbers? 

A, Yes. You described a procedure which 
conceivably might be tried. 

Q. I will give you the detail of it; Dru. 
Borts, and just as in the other cases if you have any 
comments on it I would suggest they be written to the 
staff and I will not try to go through the regressions 

with you. 


A. In this case, though, you have claimed 
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something which I have not seen, and perhaps you could 
put it on the record. 

Q. I suggest this would give you 2 
coefficient -- and this is the only figure I am 
interested in -- of about 24 instead of .2. 

A, Where is the decimal? 

Q, .024 instead of .012., 

° 

A, .024 times yard and train switching miles| 

Q. Yes. 

A, And what would the n° be? 

Q. The R I have not got. 

A, And would that coefficient be for the 
east, the west or the system? 

Qe I am working on your equation. 

A, For the west? 

MR, MAURO: I assume this must have been 
worked out by my learned friend since Thursday, because 
we assumed this was the kind of material that, if we 
had different numbers, the experts were going to discus 
LB. 

THE WITNESS: No, this was not shown to us 
last week, 

MR, SINCLAIR: This I will say, that it was 
worked out at my request and I will very gladly give 
it to Dr. Borts and to the staff, 

THE CHAIRMAN: And you so request? 

MR, SINCLAIR: Oh, yes -- I so offer. 

MR. MAURO: He offers it. We say, give them 


the material -- this is the first time we have heard 
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about this. 

MR, FRAWLEY: Mr. Chairman, this cross- 
examination is not to be equated with the cost 
conference. JI am concerned, if my friend has 
something -- he said it was developed at his request: 
he means subsequent to the breaking up of the cost 
conference, 

MR, SINCLAIR: When I started to work on 


this material and tried to prepare my cross-examination 


THE CHAIRMAN: He is not asking Dr. Borts 
for an answer now. 

MR, FRAWLEY: He is not? 

THE CHAIRMAN: No. 

WR. SINCLAIR: Q. Certainly, I agree, Dr. 
Borts, I should give you the calculations, and I must 
say I did not do them because I cannot; but, somebody 
did. 


A, Well, somebody had a busy weekend. 


--- A short recess --- 
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THE CHAIRMAN: Order, please. 

mapi@xeCTNE:). Q; mew, Des iBovte) wrenyou 
are dealing with the maintenance -- by the way, I 
mentioned to you a figure of 24 instead of 12, and 
that figure should be 25.02545. 

A. Yes. 

Q. Now, your equation and your treatment 
of power plants is that you explain the variability 
in this account by looking at one variable in the west 
and an entirely different independent variable in 
the east? 

A. That is correct. 

Qe Now, could you te11 me, Dr. Borts, -- 
I find this extremely difficult to understand -- why 

| 

you would find a adap eterpsatoreeane variable in 
power plants, variables explanatory, in the east as 
against the west? 

A. Well, I think when I was being examined 
this morning I read in the vast range of property 
items which come under the heading of Power Plants, 
and I think the explanation is related to the different 
elements ef power plants which are likely to be 
maintagned in the two sections of the railway as well .. 
as the different kinds of traffic which are likely to 
predominate, and therefore likely to explain the 
variation of this account. Let me add one other 
point. It is. my understanding from the cost conference 


that the power plant maintenance and depreciation was 


treated as a constant by the Canadian National Railways 
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and not allocated to any service units, so there is a 
third possibility which we have overlooked; namely, 
its complete leek 6f relation to the traffic entirely. 

Q. .-Well now, Dr. Borts, just like removal 
of snow. The removal of snow in the Canadian Pacific 
study and in your study has been treated as a 
constant throughout? 

A. Yes, that is right. 

Qe Yet, we know that snow removal is in 
part reflected by traffic; because the volume of 
traffic that is moving over the line is how mugh, times 
you have to move your ploughs, switch out your switches 
and things like that. Notwithstanding that: knowledge, 
because there was not available dependent variables 
when you measured it, it was treated as constant? 

A. Yet, it was not regressed on any other 
maintenance item, either. It was treated as constant. 

Q. It was treated as constant? 

A. Yes, I appreciate that. 

Q. What I am saying to you in respect of 
this, Dr. Borts ~~ and I think we are in agreement 
here; I just want to make sure. 

My difficulty is this, and maybe I can put it 
in this way. You say that the number of station 
employees is meaningful in explaining the variability 
in the east? 

A. That is correct. 


Q. But the number of station employees is 


not meaningful in explaining the variability in the 
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west? 

A. That: is correct. 

Q. And what you say is that the number -- 

A. By the way, it is not number of employees; 
it is dollars of employee expenses. 

Qe Yes, quite right. Most of dollars of 
expense is numbers wages; you would agree? 

, Yes, yes. 

Q. The thing that keeps bothering me, Dr. 
Borts, in trying to understand is that it seems to me 
clearly evident that by using as your explanatory 
variable investment, you are involved in many difficulties 
of price level and that is a very major factor that 
you do not adjust for, and then when you look at it 
that notwithstanding the fact that there is a correlat- 
ion that is acceptable to you of numbers of employees 
in the east, Rhat you won't even put that into the 
west? 

A. It did not go in beeWuse it was not 
significant. 

Q. Because statistically it would not give 
a proper relation? 

A. Right, and I have to keep repeating that 
in any of this work I limited myself to the rule of 
statistical significance, which I set for myself in 
advance. 

Q. I see. Then, if knowledge tells us 
that, notwithstanding the statistical matters, if 


knowledge tells us that there is a correlation between 
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TORONTO, ONTARIO 


employees and maintenance, then you would accept that? 

A. . if knowledge told me that this variable 
was important, then I would rather construct a co- _~ = 
efficient than accept the co-efficient which an insig- 
nificant estimate gives me, because an insignificant 
estimate is no better than a guess. But a constructive 
co-efficient at least has the advantage of having 
an engineering basis for it. 

Q. We are going to get into that in just 
one half second, and maybe this is the time we should 
do it. 

You, of course, in this equation are again 
faced with some problems on your statistical test 
because you have noted to the Commission you cannot 
apply statistical tests to your final model? 

A. Net to the Beapided equation, that is 
correct’. 

Q. To your final model on which: ihescost 
attributable e grain is based? 

A. Correct. 

Q Now, you turn to the next model that 
you substituted, and that was inspection station 
employees as dependent variable, and you reject this 
Canadian Pacific medel because you say the values of 
T are not statistically significant? 

A. Correct. 

Q. In two of the co-efficients? 

A. Yes, sir. 


Q. Now, Dr. Borts, you say in your paper 
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2 that you would accept an equation being statistically 


3 Significant at a five per cent level of error in the 

4 individual co-efficient? 

5 A. Yes, sir. 

6 Q. The reason you set this limit -- is it 

7 because you want to eliminate the chance of accepting 
8 as a unit cost for grain anything that may have a 

9 probability of more than five per cent chance of not 

10 being due to the mavement of traffic? 

11 A. Yes, sir. 

12 Q. When you say five per cent, I take it 

13 you mean plus or minus two and a half per cent? 

14 A. You better explain that to the Commission, 
15 Biv. 

16 Q. Well, if you look at Page 16 -- and maybe 


17 I can do this very quickly. If you look at Page TGs 

18 and let us understand it, Dr. Borts, and see if I 

19 understand it right. You get a T value and then -- 

20 let me say how I do it. I get a T value, and then I 

21 go to the book and the book bells me that if I have 

22 aT value of this, and I have a certain equation, &nd if|I 
23 apply that equation, I wihligetnmy pereentage by applyin 
24 the formula. You may know how to do it without looking 


25 at the book, but I look at the book. 


26 A. We both Look at the book, sir. 

27 G. Looking at Page 16, you show various 

28 T values and then you do your probability error factor 
29 arising from th¢se specific T values; and, for instance 


30 in the one you are working at, it depends on the shape 
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Borts, cr.ex. 20405 
ne wee (Sinelair) 


of the bell curve of probability, and you have adopted 
a 23 -- 

A. Degregs of freedom. 

Q. Yes, which I think you developed by taking 
the number of observations, subtracting the number 
of the independent variables, and that gives you the 
degree; correct? 

A. Almost correct. Well, it is the number 
of observations minus the number of independent variable 
minus one. 

Q. Minus one? 

A. Yes. 

Q. L'm sorry. 

And there you set sign ignored? 

A. Yes. 

Q. And that means; that five per cent means 
Sign ignored plus or minus five per cent? 

Ke Yes, Sir. 

MR. COOPER: Mr. Chairman, at.this point 
I would like to bring to the attention of Mr. Sinclair 
and J He witness a point of disagreement in the statement 
filed this morning and taken into the record and 
related to Page 14, line 24; to Bage 17, line 26. 

And in the transcript at Page 19140, line 11 to Page 
19144, line 7. 

MR. SINCLAIR: Oh, yes, I see that, Mr. 
Cooper. I must say that I am not going to get into 
this question any further than on a touch level for 


the question I have coming up. 
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MR. COOPER: I might just read the extract 
from the points of disagreement to the chairman: 

"We would object to the discussion of the 

use of a five per cent probability level on 

two grounds: first, that the appropriate 

test to apply is a one-sided test and that 
therefore when Dr. Borts quotes a probability, 
as for example the 14 per cent, it would 

in fact be 7 per cent. It was agreed that 

this point should be argued in effect before 

the Commission staff by correspondence, 

and could not usefully be dealt with in formal 

hearings, " 

And I am just wondering at this point, Me. 
Chairman, if we are getting into ae area which was 
agreed at the cost conference should be dealt with 
by means other than cross-examination in public hearings 

MR. SINCLAIR: Thank you, Mr. Cooper. 

I hope not, because I have just a smattering of know- 
ledge in this, and I certainly do not want to get into 
this one, I can assure the Commission of that. I will 
leave that to Dr. Borts and Dr. Hay, and Dr. Armstrong, 
with pleasure. 

Q. I just wanted to put this to you, Dr. 
Borts, because you made a point of what I am trying 
to get at, and it is not a highly technical one, I 
hope. I refer you to Page 19109 of the transcript, 
Volume 116, in which you said, in answer to my friend 


Mr. Mauro: 
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My reason for reading this to you is why 


are you interested in the negative value when you say 


this: 
"The T test is a test of the extent to which 
this slope is either ae indicating 
there 28 an influence, and the extent to 
which it may be regarded as zero." 
A. Oh. yes, sir, I recall that... You want 
to -- 


Q. I have not finished. 
" ..and the extent to which it may be regarded 
as zero, in which case there is no statistical 
influence". 
A. Yes, 8ir, 
Q. And you might as well substitute an 
informed guess; that is what you said: if you did 
not have a proper level of accepting or rejecting 
on a statistically significant basis, you might make 
a mistake? 
A. Yes. 
Q. The question I want to put to you is 
just this simple question, and in view of your sign 
ignored, and what you said, I want you, if you would, 
to tell me and through me the Commission, when you 
use a negative co-efficient in costing? 
A. Yes, sir. 
Well, you will recall when I gave my direct 
testimony that I was referring to a hypothetical 


example ,on a blackboard, in which there was a simple 
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1 
2 relation between cost and cutput in which the slope 
3 was positive. And the question was then put to me 
4 about the T test and I described it at that time because 
5 of the shape in which the slope existed. You want 
6 to know when would a negative co-efficient come up 
7 in costing? 
8 | Q. When would a negative co-efficient 
g be used in costing; or, in other words, to complete 
10 your matter, instead of the Slope being positive it 
i1 was negative? 
12 A. Well, I can think of two or three examples 
13 which I might wish to put on the record. 
14 One example would be where the cost equation 
15 fitted was of -- not the linear form, but a 
16 guadratic form. 
17 Os That you have got thydraplanes? 
18 As 3. will explain it. 
19 By a quadratic form, you simply mean a 
20 curve in which there are X term and X squared term, 
21 and depending upon the shape of the curve some of 
22 those co-efficients will come out as negative. 
23 Another example of where negative term might 
24 | come out in costing is where a output variable is 
25 | actually a proxy for some characteristic of the sample 
26 which was being examined. This once occurred to me 
27 in doing a cross-section study af the railways of 
28 the United States, where I discovered that I had 
29 fit a cost equation to data and had used empty car 


30 miles as specific independent variable, and I got a 
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highly significant but nevertheless negative co-efficient. 

It turned out, upon further ceudrieeide of 
the data, that the ampty car miles were negative because 
I had included in my sample the Pocohontas: Railways 
which, as you know are a coal guyine road, which 
have very heavy empty return. And, yet, because of 
the method by which coal is gathered, there are 
substantial economies in certain types of handling 
costs. 

Here is a case where you would have a negative 
co-efficient which was statistically significant 
If you were asking me where do you get a statistical. 
Significance with negative co-efficients, I have 
given you two examples. 

Q. That is not quite my question. 

A. Well then, I have wasted your time. I'm 
sorry. 

Q. No, you have not wasted my time; you have 
helped me a lot, and I thank you for A But I want 
to say this: would you apply in ascribing costs a 
negative co-efficient? 

A. Oh, hardly. There would be a very 
peculiar railway that hadi negative variable costs. 

Se Q. If you are not going to apply it, then 

re a you look for it and test against it? 

A. Because I have no apriori grounds that 
it is not going to show up. 


Q. I suggest to you that you gave me a nice 


algebraic word a moment ago, that the reason why the 
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texts on statistics, Dr. Borts, some of them talk 
generally about these confidence intervals at a five 
per cent level, is because in certain regression work 
negative co-efficients are extremely meaningful? 

A. I would agree with that. 

Qe And a good example, I would think -- 
and it is a kind of homely one, and one that a lawyer 
understands -- is I am trying to find the days of 
rain in Victoria, and so what I do is to take a 
constant term, and then I also have to take the days 
of sunshine as my independent variable. And certainly 
I am going to come up with a meaningful negative 


constant to arrive at the days of rain in Victoria. 
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COMMISSIONER ANSCOMB: I think it should be 
pointed out that the rain is variable and the sunshine 
is constant, 

MR, SINCLAIR: I recognize, sir, that what 
I was using was Chamber of Commerce data and this 
source may have led me to error. 

COMMISSIONER ANSCOMB: Now you are getting 
into the chamber of horrors, 

MR, SINCLAIR: Q, Leaving that for a minute, 
would you look at your account on despatch and 
station employees? 

A, Yes, sir. 

Q. Here again being pyramidded on the 
final equation assuming R and no T value for the 
reasons we have discussed in the other pyramidded 
equations. 

A, Yes sir. 

Q. The question I wanted to ask in looking 
at this and considering the choice of the variables 
and particularly the choice of gross ton miles as a 
variable, I am looking at the final model on the top 
of page 12, did you take into aecount the evidence tha 
was given to this Commission of the special study of 
the work and time of station employees of Canadian 
Pacific? 

A, No, sir. 

@; That evidence showed, Dr. Borts, that 
time and work of station employees was largely 


attributable to traffic originating and terminating at 
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the station. Do you remember? 

Ay I said I had not seen the study, sir. 

Q. It was referred to and the actual 
figures were put in evidence by Mr. Emerson and reference 
was made to it and material was supplied to the costin 
experts, 

MR, MAURO: Was it at the conference? 

THE WITNESS: No, it was not, 

MR, MAURO: I thought that was what the 
conference was for, 

MR. SINCLAIR: It was already in the record, 
Mr. Emerson put the actual figures in the record. 

MR, MAURO: Mr. Bandeen did not bring it up. 

MR, FRAWLEY: Then Mr. eiaaie should not be 
cross-examining on it if it was not referred to at 
the cost conference, 

MR, SINCLAIR: It was referred to in Mr, 
Emerson's evidence. It was put in in data that was 
made available to my friend many, many weeks ago. 

MR, MAURO: I am amazed that the experts 
spent three or four days in Montreal and -=-= 

MR, FRAWLEY: You cannot get any help anyway, 
he has not seen the study so you have to go on with 
something else. 

MR, SINCLAIR: Q. Now, by taking gross ton 
miles as an acceptable variable, assume with me that 
constant employees worked, the major factor in it is 
traffic originating and terminating and if you use 


gross ton miles as an acceptable variable -- we will 
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take the Schreiber division as an example where there 
would not be a large amount of originating and terminating 
traffic in relation to the total gross ton miles, and 
therefore, by using your basis you would in effect say 
that as the gross ton miles were high on this subdivisio 
therefore there should be a large number of station 
employees, 

A, Yes, this could conceivably introduce 
an effect of that sort, 

Q. Now, Dr. Borts, would you take --- 

A, Could I make one point,by the way, now tha 
it occurs to me? I think one .of the reasons why the 
railway failed to get a decent coefficient for the 
carload variable on page 10 at the bottom and one of the 
factors that should be brought out here --- 

Q. Would you mind if I stopped you? 

A, Yes’, 

Q. A statistically significant coefficient 
according to your light. 

A, According to my lights is that the 
miléages you have are for carloads originating and even 
they are very poor measure of the total volume of 
carload traffic which is handled in a station, You do 
not have this originating terminating handling figure 
which would be a much better figure for the purpose of 
costing out station expenses, I suspect this is the 
reason why the value of T is below 2 there. When I 
saw what kind of carload figure it was I felt that it 


could not be used for this purpose. 


Adantunted Dae puteanigiee oe 


4 


Mi xe! ee 


ent as 

i? intiatera 

| Sega 

whe JeetYe af Sidew hgeang aknod oe mate ve verte 
| ) er e 

hetvihdws alit ae cht eter eth rod ‘daoxs ott es 


ua eguel s ed Arosa erent 


ha | 


‘poubortat eLaaviebeod Sivoo akat? (eee) JA 


“y= ea eee oe 


tien dedd te! deok'rs ae 
. eh 


ee ee all aie tin vee? oe) oe te, 
we ae SoA as.’ RD ae a ey a Mn ee coer a TAL é wow ! j we mi 


- 
+ 


be : t wit ‘Pe eis ; Ki: 
Yu ¢ tH Sia a eee RN ah a’ Ailend? t mire mo he 1 m7 fh. 


: oe h poy ‘ ‘ a aa ty € pel ” ia «. 
ee OF & A’ mea i By ig a bgehs } WU a : > 5, SOLS ac ei “a 3 ni ‘” 


mn ee) a ne te te 
2 
a 
t+~ 
é. 
2 
= 
t 
— 
Zz 
¢ 
= 
a) 
= 
5 
~~ 
ee 
S 
* 
® 
42. 
een 
- 
¥ 
ca) 
a 
= 
™ 
w& 
2 


o@ 
‘ et F ny bah 'y } 
$75) i et ee ey se eg 14 i os 
wie 
or bs > 
aw d 
iT ay ’ 4 
¥ te 
z ite 
a iar t bs Fe Pied ei » ) : , 
ay rie . ae a a a tt dh tos Berta Ve fet Ok ab Bhd, Wt RN! I, gh 
iy ‘ 
ri, 


i spe Dae 


weve Das gaivanigksio shaeltiahn i) 998 eved soy’ Bes Sotto | <a 


“he eae i Og wiv. 8 ott 
: TANS, 


Toe 
o> s0Y ,wotvasa @ af Beldnadt et conte ot rind ‘om 7 


m ie i a 


eismt? gator pth on Lure? incidental erie ove 


: —- Z 7 : 
—— te eS Se ee en ee _ 
i 
cS 
i al 
44 
: 
= 
" 
Ga 
nf 
ry 
¥g 
é. 
q 
oo 
eu 
bab | 
3, 
tb 


te Seogiug edt) sot 4 — aosdod doom 4 yom bLupit 
ys tS 4 Soni aban nin fil asansaxs opiate si 


t wet ee Sai at iin Ng sutaw'e 
. Pe 


ANGUS, STONEHOUSE &co..LTo. Borts » Cr,eCxX, 20414 
TORONTO, ONTARIO (Sinclair ) 


Now, I have no a priori objection to using 
carloads in costing out stations, I want to make that 
perfectly clear, but I want to make it also clear that 
the peatevniots figure for this would be a measure of 
the total volume of carloads handled in the operating 
unit, 

Qe If that was your reason for not 
accepting the CPR model, why did you accept l.c.l. 
carloads in your model where the same disabilities 
that were disturbitig you on the carloads on the CPR 
model existed, 

A. Purely on grounds of significance, 

Q. In other words a priori only told you 
that you must discard carload --- 

A, No, it did not tell me I must discard 
carload. What it told me was you had tried carioads 
and you had not got a statistically significant fit. 

Q. And you say the reason for that is --- 

MR, MAURO: Now, let him finish, Dr. Borts 
give your answer, 

THE WITNESS: I felt the reason for this 
failure was the fact that the carload data are only 
carloads originating. In the case of 1.c.1. carloads 
the fit was significant and I felt it was, therefore, 
even though the data may not be adequate, it might 
still nevertheless be desirable to keep it in the 
model. 

Q. My point to you was that if carloads 


originated was not a proper basis for using carloads as 
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an explanatory variable ---? 

A, Why is l,e,1,7 

Qe Why is 1.¢.1. with the same disability 
accepted by you as a proper explainable --- 

A. Well, my criteria of choice was a 


combination of statistical significance and the K factor 


namely, how the data are arrived at. I was willing to 
accept this l1.c.l. carload figure even though it could 
be improved upon because even the 1.c.1. carloads 
originated seemed to bear relationship with the cost 
and expenses, 

a. Well, you have again, Dr. Borts, taken 
the position that if --- it is dowm to a question of 
Where - the disabilities in carloads equal ‘to: the 
disabilities in l1.c.1. carloads are greater then taking 
the gross ton miles in the supposition that gross ton 
miles are not @& proper measure of employees working, 

A. There is a matter of judgment involved 
here, yes. 

Gu And so that certain tests may be applied 
to see whether that judgment is accurate, there would 
be tests on the ground looking at station work? 

A, A station study might be one way of 
doing that. 

Q. And now, gross investment which is at 
page 13 of your submission, once again, this is pyramidded? 

A, No, sir. 

Qe Not pyramidded? 


A, No, sir. 
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Qs This is not pyramidded. I am sorry, 
you are right. This is one that is separated, group 
separation and individually regressed, 

A. Yes, sir. 

Q@. Did you apply co-variance in this 
before you decided to do your grouping? 

As The co-variance which is in there the 
co-variance test which the railway ran which was a 
test of the old model of east and west., When I fitted 
this thing separately I felt that the coefficiendes 
were so widely at variance with each other I did not 
run a2 co-variance on it. I simply kept it as it was. 

Q. Even though the co-variance test and 
the uses of it that you described in your article 
would have suggested that would have been something 
you would have relied it on in view of. the article. 

A, As I say, I looked at the railways 
co-variances and accepted it but I knew there was no 
statistical difference between the model they have had 
east and west, What bothered me about the railways 
eco-variance was one of their co-variances sie a very 
low T value, 1.07, you will notice at the bottom of 
page 13. The consequence was that I felt a newer 
model was desirable, Now, the reason why a co-varianc 
test could not be worked out here was simply because 
there are not enough observations to allow it to be 
done. As you are aware, there are 15 operating 
Givisions in the west and 12 operating divisions in 


the east. 
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ey I would rather take that as 17 and 14. 

A, Well, for some purposes you count them 
differently. There are grounds for argument as to what 
are the operating divisions. You understand this is the 
terminal divisions? 

Q. Yes, But, Dr. Beries the point here that 
I would have thought disturbed you was here you have in 
the west the variability under your equations is 
explained by gross ton miles and miles on track, 

A, Gorrect, 

Q. But in the east it is gross ton miles 
alone. 

A. That is correct, 

Qs And unless you have knowledge of differen 
operating characteristics, in view of the fact that we 
are dealing with a road maintenance expense item --- 

A, No sir, it is gross investment in road 
property. 

Qs I am sorry, thank you, Dr. Borts. As 
we are dealing with an investment in road property factor, 
unless you had specific data that would show you that 
there were differences, east versus west, you should not 
have come out with different independent variables to 
extend dependent expense. 

A, Well, I did not understand the imperative 
in your statement. What I tried to do was use 
coefficients that were significant if the split was 
performed, I might add that I tried to use miles of 


track in the east and it turned out that miles of track 
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was not statistically significant and, therefore, I 
dropped it. 

Q. Well, you see, what I suggest to you 
that you have overlooked is that in your equations you 
have nothing to indicate yard train switching? 

A. That is correct. 

Qs And in view of the fact you are dealing 
with road investment, this is a very material factor. 

A, Well, I would agree that road investment 
covers yard tracks and running tracks and all the other 
items we spoke about before, power plants and stations 
and shops and engine houses, that is all included in 
this road investment. In road property what we are 
trying to do is relate this gross investment to a 
work unit, 

ane Well, Dr. Borts, if you could have been 
satisfied as to the value of T on one of the coefficients 
in the CPR model then you would not have rejected it. 
Is that basically what your problem is? 

A, Yes, siz. 

Q. Having come to the conclusion, basing 
your test on how they test coefficient and you felt 
you would have to go and look for some dependent 
variables that would give statistically significant 
results. 

A. Yes, sir, 

Q. Even though they may have difficulty 
of being explained on the basis of the knowledge of 


the operation, 
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A, Well, I am not sure I understand your 
last point. 

Q. You would accept these independent 
variables even though they did present some difficulty 
in the use of them from knowledge of operation, of the 
railways? 

A, That is a very vague question, I am not 
sure I know what you mean by knowledge of the operations 
of the railways. There are many types of railway 
service that may call for more exceptions that will not 
be corroborated in your equation or mine, 

Qe What I am talking about is the east and 
west split and the actual use of the internal variable 
for the exception involved. 

A, There is the question of whether it is 
understandable or not, 

Q. In other words, what you have to do, in 
view of the equations you have got, you are up against 
the K test from here. 

A, Right. 

Q; Now, Dr. Borts, if you turn to page 18 
and in this connection you are dealing with a hypothesis, 
the possibility of car miles being a more appropriate 
unit than GTM? 

Ay Yes, that is right. 

Q. And you made the calculation that you say 
that by using car miles instead of gross ton miles -- 
this is on page 19, I think. 
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@. Page 20 you say this may mean that your 
study is somewhat conservative and that there may be 
an amount of some $1 billion 300 million dollars odd 
involved. 

A, That is correct, 

Q. Now, I suggest to you that your 
calculation is based on the table at the top of page 
19, track maintenance and depreciation and 17 out of 47, 
let us say 454 is based on your equation 202A, 

A. No, I believe that track maintenance 
figure is shown ~- that 17 figure -- yes, that is 
exhibit No, 63R. Is that a CPR exhibit? 

MR, MAURO: CPR exhibit. 

MR, SINCLAIR: @, I do not know. 

A, ly key to it is a CPR exhibit which means 
it is your own equation including superintendents and 
other additives that were put into it. 

o. Where did you get the investment in work 
equipment? 

A, In exhibit 6O6R. 

Q. And investment in road property? 

A, Exhibit O6R. 

O5 63R is maintenance and 660 the other two? 

A. That is right. 

Q, So what you have done for the purpose 
of this calculation --- 

A, Is to use your own figures. 

Q, Is to use our own figures notwithstanding 


that earlier on you said the CP figures would ascribe 
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a higher and proper charge to grain. 

A. What we want to do was stay within the 
framework of your own study, assuming but not conceding 
what the figures were, I think that is a permissible 
procedure, | 

Q.! And in excepting the car miles, again -- 
I think we covered this in dealing with other points -- 
you would not take into account the weight of the traffi 
in the car, 

A. That is right. 

Oi. And you would not take into account the 
speed? 

A. No one takes into account speed, There 
are no figures on speed which are in your data, 

Q. I suggest to you that the weighting of 
two to one in gross ton miles is a speed reflection. 

A, It is a speed weighting. There is a 
question that was raised in the cost conference as to 
whether it was appropriate, 

Q. But yours has none, your car miles have 
none. 

a T am not sure of that because after all, 
if you have a passenger car mile and add it to the 
freight car mile the mere statement that they are 
equivalent in the terms of their effects on cost reflect 


implicit speed weight. 
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2 Q. Did you know that the fastest train 


3 on the Canadian Pacific is a freight Drain and not a 


4 passenger train? 

5 A. I didn't realize that, but we are talking 
6 about averages over the whole traffic. 

f Q. What you are saying is that car miles 

8 does not give effect as well as weighting in gross 

9 ton-miles to speed factors, although what you are 


10 suggesting --- 


11 A. No; what I am saying is, in lumping 
12 together passenger and freight, whether at one to one 
13 or two to one or five to one, has an implicit speed 


14 weighting in it. 


15 Q. That you have got in weighting of car 

16 miles? 

17 A. Not other than simply adding one passenger 
18 ear mile te one freight car mile. 

19 Q. If there is any significant weighting 


20 in doing that? 


71 A. Assuming you have your 32 tons average 
22 load on your freight car miles; I don't know what 
23 the average load on a passenger car mile is, but 

24 it could not be anywhere near that, but there is 

25 automatically a speed weighting given by adding a 

26 ear mile of one to a car mile of the other. 

v4! Q. That is your view? 

28 A. Yes. 

29 Q. Dr. Borts, if you had used car miles 


30 instead of gross ton-miles in your equations as 
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explanatory, would the results have statistical 
significance and give an R® variance you would have 
accepted? Did you test them? 

A. No, sir; the only test I ran is included 
in a memorandum which I wnote to the Commission at 
the termination of the cost conference, which you 
have in your possession, which I would like to refer 
to and in which I answered the guestion about the 
relationship between car miles and gross ton-miles dates 
Canadian Pacific Railway. On the whole system the 
eorrelation between car miles and gross ton-miles is 
994. It is .996 in the west, and .989 in the east. 
It was on those grounds I felt that the substitution 
of one for the other would lead to equally significant 
results. 

Q. If you use car miles as a correlation 
with respect to investment, this assumes that, for 
instance, the actual weight moving over a given section 
of track does not affect the investment in it? 

A. Weight per car? 

Q. The weight per car. 

A. That is correct. Or, let me put it anothe 
way, if I may reinterpret your statement: it assumes 
that the weight per car isinot reflected in any 
difference in gross ton-miles, which is amply borne 
out by the data. 

Q. I suggest to you gross ton-miles does 
reflect weight per car? 


A. If it does I would like to see the evidence, 
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because the correlation: data I have cited to you would 
seem to indicate the contrary of that. 

Q. What I am suggesting to you here again 
is that the K test is helpful. 

MR. MAURO: Were any of the K tests provided 
to the cost conference? | 

MR. SINCLAIR: I wonder if my friend would 

mind sitting down. 

MR. MAURO: Oh yes, I would, and I would expect 
the courtesy of my learned friend when I stand to 
place something before this Commission, because this 
Commission had great faith in the cost conference, 
and if they have these meaningful figures, the place 
to put this material and all the K tests was before 
the Commission staff and our experts, Saunders, 
Williams, Banks and Borts. 

THE WITNESS: I think the K test means there 
are no figures. 

MR. MAURO: Well, obviously. 

MR, SINCLAIR: Thank. you, Dr. Borts; TI 
think that successfully answers it. 

MR. MAURO: Let us hear about the correlation 
figures and the K tes 

MR. SINCLAIR: I think the witness has 
properly answered it. 

MR. MAURO: He certainly has, and he has 
answered you too. 

MR. SINCLAIR: Q. Dr. Borts, would you mind 


looking at Page 41: do-you see there where you make 


lat Te ; 


* ‘ae 


one 
: ‘d } 
nine ted Moy OF set tuaanes We 


tiated: “eb teed x 


sid to vita orsW. eomea 50 yay Cy 
: ge so Fpe® sib a 


ry 


aivow SGawichd ve DE cen iow. I” aes oe. ae 


.stweb. 3 


tORCAM « <M, 


i Pieae 8. diy fs r iW ‘ vf : Dey I , Hes Ct e SS ah 4 it , ip Le: $9 

\e L! 
A RY 

u baht } ’ an in ’ 

be) i J Pigs Nokes fi Se a Ei AR ’ 4 i ees ALY tod) ae eel ba ra) 

i y < 

i* : 

, 4 
oe.) : . “| Lid 4 rs st ie ee. ae 4 
& i ? ? bal ale SL RSS Ded colee 

i 

= 1 0 ; = 4 HT, 
iat ; die OP of be cn aie PN r a es 4 oe ee oe) aa >) SS i 
ny saan sonic oh) ,penvati Iateetneen agent eyed veld tf. Bae 
a 7 ; " 


kee, Leo WR .ae7ecke wo brie Baese rel 8. into ache 
a . ty ‘ ; ¥ ; i H 

sTtO8 hra aire. eds lLiliwv 

f oat Bnasm Idol % sit dni I ARE uy ey Ate 


. | | 
: aii. | | i | iy aut ny Pe argh ont ons 21 


v1 


re ae ee ee ae ww ’ a aa m 
id COL VG 4 ei tow * ORAS AM . 


my : peed od .gev sedi SHAALINIA HM We ia), 
’ : ; wr) 
ee ane | ine or res we ; 
re? ee {TORS VLA LB EtGOOIs he! iz Mist ined 


P-bee f see m9 sof “| Cat tate ia ye 4 S hie 2 at sri f j : 
NOLTRLS SIG] Bs jaa Ob “tage. ai ae || 1ORUAN Fe wt wae 


ei «896 me q ests baw ae 


wed of fia | ee 


i 


‘ A = ae 


Pisicx yey, rg: | an | 
yee i si 


roe mo 


20425 


ANGUS, STONEHOUSE & CO. LTD. Borts, cr.ex. 
TORONTO, ONTARIO (Ss 4ne lair ) 


reference to account 202, and that was before you knew 
that the regression of Canadian Pacific was on 31 
divisions? 

A. Oh yes; thank you;for that. Is there 
an error on Page 43 also -- no. 

Q. I would suggest, now I have brought that 
to your attention that would mean you would not be 
able to use the examples set out on 41 and 42. 

A. No, I don't think it changes anything:. 
else, sir.) 

Qe Well, I would suggest to you this, 
that what the Canadian Pacific was saying in the manner 
you interpreted it, and the way you did, because you 
were under the impression that 27 --- 

A. Let me make one point clear: there are 
many equations where you did not use 31 divisions: 
for example, your station employees. 

Q. Well, if you will listen until I finish 
the question, this is what I am saying: you have..used 
as your example track maintenance. 

A. Yes. 

Q. I am suggesting to you what Canadian 
Pacific was saying to you -- and maybe this is going 
to help clear up this misunderstanding -- what they 
were saying in the evidence was that while they made 
an adjustment with wespect to terminal divisions, 
the largest of which would be involved in station 
employees -- nothing to do with traffic -- that because 


of the way Canadian Pacific necessarily is operated 
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Borts, cr.ex. 20426 


ANGUS, STONEHOUSE & CO. LTD. (Sine lair) 
TORONTO, ONTARIO 


with a large headquarters in the Montreal terminal 
division and a large headquarters in the western 
division, that there is no adjustment factor that can 
be made to change .and wunwtihrough froma 27.to a 31 
base and pick up for the constant the distinction of 
those two large impacts of station employees? 

A. You raise a very interesting question 
in view of the fact the data you sent down to us 
indicated that there were no station employees even 
recorded for those four terminal divisions, and yet 
when we tried to reconeile the total in the 27 divisions 
we found there was something like $30 million missing. 

@.. $15 million, I think, 

A. Well -- on a three year basis. So, 
I understand the need for the reconciliation. If this 
was the only purpose for that change of procedure 
you would have my heartfelt sympathy at having over- 
looked it initially. 

Q. L will say to you, Dr. Borts, this: 
assume with me that your variable costs freight and your 
variable costs passenger are properly determined, 
and you subtract these from railway expenses; the 
remainder is what we have been terming here "Unexplained 
cost", or what we have been grouping in constant: 

A. Yes. 

Q. Even though we have in that group items 
such as we have discussed today which we know in part 
are variable: for instance, snow: 


A: Snow. 
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ANGUS, STONEHOUSE & CO. LTD. Borts, cr.ex. 20427 
TORONTO, ONTARIO (Sinclair ) 


MR. SINCLAIR: Phank you, Dr. Borta. TI 
appreciate very much having had this opportunity of 
discussing your paper with you, and I thank the 
Commission for giving me the opportunity. 

THE CHAIRMAN: Mr. McDonald? 

MR. McDONALD: Mr. Chairman, there is one 
item which Mr. Sinclair has not touched on and that 
is, The Effects of Multiple Car Cuts on Classification 
Switching Costs, starting at Page 20 of the memorandum 
and continuing on. The Winnipeg yard of the Canadian 
National is referred to there and I would point out 
to the Commission that the position of the Canadian 
National was outlined by Mr. Bandeen in his evidence 
in Volume 75 at Pages 13180 to 13186. Rather than 
get into an involved cross-examination here, if 
we consider it necessary to sppplement that, or 
bring Mr. Bandeen back for rebuttah, we will do that 
in January, to shorten it up. 

Mr. Sinclair has covered the whole field. 

I had a number of questions, but they are all covered, 
and I want to say to Dr. Borts he has made an excellent 
witness, been very responsive, and I have enjoyed 
hearing his testimony, and I have no questions of 

him. 

MR. MAURO: I don't think any re-examination 
is necessary, Mr. Chairman. Perhaps Dr. Borts may 
be excused,with the permission of the Commission. 


THE CHAIRMAN: Thank you very much, Dr. Borts. 
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ANGUS, STONEHOUSE & CO. LTD. Borts 20428 


TORONTO, ONTARIO 


THE WITNESS: Thank you very much. 

THE CHAIRMAN: I think you will be glad to 
get away today. That being the last witness now, 
there will be adjournment of the Commission until 


January the 4th 1961, in this room at 10 a.m. 


---Adjournment. 
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